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PREFACE 






The National Planning Committee appointed in 1P38, 
began its v^rk early in 1939. After defining the nature of 
a National Plan, and determining the nature and scope of 
the work entrusted to them, the Committee issued an ela- 
borate and comprehensive questionnaire which was subse- 
quently supplemented by specific details. Twenty-nine Sub- 
committees, formed into eight groups were set up with 
special terms of reference to deal with all parts and aspects 
o^the national life and work in accordance with a predeter- 
mined Plan. 

After some unavoidable delay in getting replies to the 
Questionnaire, the Sub-Committees began their work, and 
submitted Reports, — some of them Final, some Interim. — 
• which were considered at Plenary Sessions of the Parent 
Committee in 1940. Towards the end of that yeaf the 
Chairman, Pandit Jawaharlal Nehru, was arrested and sen- 
tenced to a long term of imprisonment, during which l^e* 
wor^ of the Committee had necessarily to be suspended. 

On his release a year later, hope revived for an inten- 
sive resunmtion of the Committee’s work. But the out- 
break of vfar with Japan, the threat to India’s own safety, 
and hectic march of political events, rendered it impossible 
to devote any attention to such work at that time. It, 
therefore, inevitably went into cold storage once again; and 
' "remained for the duration of the war. 

• • 

When at last the War seemed nearing its end, Pandit 
Jawaharlal Nehru with other leaders was released. ’ The 
, moment seemed again opportune to resume the work of 



the Planiiing Coi^pmittee. Meetings of that Body were held 
in September and November 1945, • when ^certain more 
urgent questions, already included in the prograipme of the 
,Nation’al Planning were given a special precedence. A 
Priority Committee was appointed to Report upon them. 
Changes and developments occurring dunng the War had 
also to be taken into account; and another Committee was 
appointed to review the general instruction's, given six years 
earlier to the Sub-Committees. Revised instructions were 
issued to them following the Report of this Sub-Committee; 
and the Chairmen and Secretaries of the several Sub-Com- 
mittees were once again requested to revise arid bring, up 
to date, such of the Reports as had already been submitted . 
—either as (final or interim— while those that had not sub- 
mitted 'ahy reports at all were asked to do so at an early 
date. 

As a result, many of the Sub-Committees'which had 
not reported, or had made only an Interim Report, put in 
their Reports, or finalised them. The Parent Committee 
has had no chance to review them, and pass resolutions on’ 
the' same. But the documents are, by themselves, of suffi- 
cient value-prepared as they are, by experts in each case, to 
be included in this series. 

• • 

The following Table shows the condition of the Sub- 
Committee’s work, and the stage to which the Planning 
Committee had reached in connection with them. 
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To^stim up. fourteen Sub-Corhmlttees had made final 
repoarts, of which ten have been considered, and Resolutions 
taken upon them, by the National Planning Commit^, 
i Twe] vfe morb have presented Interim Reports, of which nine 
have been considered by the Planning Committee, with 
Resolutions thereon, while three Sub-Cmrfinittees have not 
yet presented any report on the reference made to, them, 

t 

The idea that all this material, gathered tdgether with 
the help of some of the best brains in India in the several 
d^artments of* our national life, should be printed and 
published was before the Committee from the* start. Bdt 
the interruption caused by the war prevented its realisation. 
It was onc^ again mooted in 1941; but the moment was not 
deemed ripe then for such action, partly because the leading 
spirits in almost every one of the Sub-Committees were 
pnable to devote time and labour to bring their Reports up- 
to-date; and partly also because war-time restrictions or 
shortages had made scarcer than ever before the statistics 
and other facts, which particular sub-committees' would 
need, to bring their work up-to-date. The "War time needs* 
of Government had attracted several of them to work on 
Government Bodies, Panels, or Committees. For all these 
reasons it was deemed undesirable that material of this 
character — valuable as it must be — should be put*out in an 
incomplete, inchoate, obsolete form, which may reflect un- 
favourably upon Indian capacity for such tasks. 

The last four years of the War were thus a period of 
suspended animation for the National Planning Committee. 
Eyen after the end of the war, it has not been feasible for * 
obvious reasons, for the Planning Committee to resume its 
work and finalise decisions. Continuous Sessions of that 
bo^y are indispensable for considering and taking decisions 
on the Sub-Committee reports presented since 1940,. and 
putting all the rpaterial into shape, ready for publication, 
not to mention making its own Report; but the political 
situation in the country made it impossible. OJher condi- 
tions, however, are somewhat more favourable than in 
1938-39, when the Central Government of the country were 
all but openly hostile to such attempts. Lest, however, the 
momentary difficulties make for needless further delay,, it 
was thought advisable by the Chairman and the ullder-’ 
signed that no more timib should be. lost in putting this 
material before the Public. Following this advice, it is now 
propdsed to bring out*, a complete Series of the National 
Planning Committee’s ^ub-Committee Reports^ which will 



serve as appendices to the Parent Committee’s own Keport. 
Tl^ Plan of the profiosed enterprise is briefly summarised 
below^ • . . • . 

• 

Every Sub-Cemmittee’s Report, which is in a final form 
and on which the National Planning Committee has itself 
taken resolutions, will be edited and published, with an 
Introductioiji assigning their due importance to the sugges- 
tions and recommendations contained in that particular re- 
port, its proper place in the over-all National Plan; and 
following it. up, wherever necessary, by a kind of Epilogue, 
summarising the developments that have taken place during 
the seven years, during which the work of the Planning 
Committee had been in suspension. ' v 

Those Reports, again, which, though in a final form, 
have not yet been considered, and no resolutions takep. 
thereon, by the Planning Committee, will also be included 
in the Series in the form in which they were submitted, 
^with such Introduction and Epilogue to each as may be 
deemed appropriate. And the same treatment will be 
applied to Reports which are ‘Ad Interim’, whether or not 
the Parent Committee has expressed any opinion on the 
same. Tbey will be finalised, wherever possible, in the 
office, with such aid as the Chairman or Secretary of the 
Sub-Committee may be good enough to render. Sun-Com- 
mittees finally, which have not submitted any Report at all, 
— ^they are, very few, — will also find their work similarly 
dealt with. The essence, in fine, of the scheme is that no 
avoidable delay will now be suffered to keep the National 
Planning Committee’s work from the public. • , 

Both the Introduction and the Epilogue will be supplied 
by the undersigned, who would naturally be grateful -for ^ 
such help as he may receive from the personnel of each 
Sub-Committee concerned. The purpose of these additions 
Is, as already stated, to assign its true place to each such 
work in the overall Plan; and to bring up the material in 
each Report to date, wherever possible. 

Not every Sub-Committee’s Report is sufficiently large 
, to make, more or less, a volume by itself, of uniform size, 
for fnis Series. In such cases two or more Reports will be 
combined, so as to* maintain uniformity of size, get-up, and 
presentation of the material. The various Reports, it may 
be added, would not be taken in th^ order of the classifica- 
tion or grouping originally given by the Pla’nning Commit- 
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tee; nor even of What may be called the intrinsic importance 
of e&ch subject. * 

. *•. 

* In view of the varying stages at which the several Re- 

ports are, for reasons of conveviience, it <has been thought 
advisable to take up for printing first those which are final, 
and, on which the Planning Committeee^ has pronounced 
some resolutions. Printing arrangements have^ been made 
with more than one Press, so that two or three Reports may 
be taken 'simultaneously and published as soon as possible 
so^ that the entire series may be completed in the course 
of the year. • 

Two other Sub-Committees not included in the list of 
Sub-Committees given above, were assigned special tasks 
oi (1) preparing the basic ideas of National Planning; and 
(2) outlining the administrative machinery deesmed appro- 
priate for carrying out the Plan. These were unable to 
function for reasons already explained. The present writer 
has, however, in his personal capacity, and entirely on his« 
" own responsibility, published the “Principles of Planning” 
which attempt to outline the fundamental aims and ideals 
of a National Plan which remains to be considered by the 
Planning Committee, Similarly, he has also attempted to 
sketch an administrative machinery and arrangements, 
necessary to give effect to the Plan, when at last it is for- 
mulated, and put into execution. Notwithstanding that 
these two are outside the Scheme outlined in this Preface, 
they are mentioned to round up the general picture of the 
arrangements made for publication of the entire worK 
ujyto^date of the National Planning Committee and its 

• several Sub-Committees. • 

, ' * The several volumes of Sub-Committee Reports, when 
published, will be treated as so many appendices to* the 
Report of the parent body, the National Planning Commit- 
tee. It is impossible to say when that Committee, as a 
whole, will be able to hold continuous sessions, review and 
resolve upon Sub-Committee Reports which have not yet 
been considered, and lay down their basic ideas and govern- 
ing principles for an all over Plan, applicable to the country, 
including all the facts of its life, and all items making up 
the welfare of its people. . 

Tte disturbed conditions all over the country, and the 
Labour unrest that ha» followed the end of the War has 
jCaused^unavoiaable delays in printing and publishing the 



several volumes in the Series, which, it i^ hoped, Will be 
excused. 


In •the end, a word of acknowledgment is Aecesshry to • 
put on record the aijji received by the Editor in the prepara- 
tion and publication of this Series. All those who are asso- 
ciated in the^task, — members of the Parent Committee, or 
as Chairmen,* Secfetaries or Members of the various Sub- 
Committees,* have laboured wholly, honorarily, and con- 
sistently striven to give the best that lay in them for the 
service of the country. Almost all Provincial Governments 
artd some States, — the latter twice in some cases, — ^have 
made Contributions towards the expenses of this office, 
which have been acknowledged and accounted^ for in the 
Handbooks of the Planning Conunittee, published earlier. 
Suitable appreciation of these will be expressed when the 
Parent Conimittee makes its own Report. At almost the. 
end of its ta*sk, the expenditure needed to edit, compile, and 
otherwise prepare for the Press, the several Reports, has 
been financed by a Loan by Messrs. Tata Sons Ltd., which, 
^ven when repaid, will not diminish the value of the timely 
aid, nor the sense of gratitude felt by the undersigned. ’ 

fs?July; A47. } K. T. ShA 

The annexures to this Report have been omitted from 
this volume, to keep its size similar to that of other volumes 
in this series. 
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INTRODUCTION 


The Foreign Trade of India, particularly with countries 
overseas, has maintained, with very few vicissitudes, certain 
common characteristics throughout the long centuries of our 
history, which are even today observeable. Four of these 
may be specially mentioned in this Introduction, as they are 
found prominent even today in the Trade of this country, 
and deeply affect the national policy in that regard, sfhd, 
through it, the entire economic structure of the land, * 


Excess of Exports over Imports, Favdurable 
Trade Balance. 

The most outstanding characteristic is the excess of 
Exports over Imports of Merchandise, leaving a substantial 
*tolance of trade in favour of this country. This balance was 
made good by the impbrt of treasure or precious metals, not 
classed in the ordinary trading merchandise, or what in 
modem conditions would be callefT movement of capital to 
this country. •• 



Value of Merchandise and Treasyre and Gold Separately, From 1899 1939 (In of Rs. ) 



Note: Figures for the period 1899.1934 taken from Review of tITe Trade of India 1937-88. 

, Figures for the period 1939-1946 ‘taken from Accounts of the Sea B^rne Trade 1941-42, 1142.43 and 1945.43. 






The subjoined Table is fullef including figures of Government Stores. 

Value of Sea borne Traide ( In Lakhs of Rupees ) 

Imports ^ 1935-36 1936*-37 1937-38 1938-39 1939-40 1940-41 1941-42 1942-43 1943-44 1944-45 1945-46 



00 ^ On 

00 ON 

On ITN 
rOHt 

^ON 

K3S 


Ot4 

V5 

Ord 

cl 

8 

CN? 

c4 r4 


On 00 

l/Jl T-J 

t^\cro 

^On 
• O VO 

l>C5 



8^ 

NO 

TH vO 
TH tH 

I><nJ 

rvi 


TH 

CN| 

^ • 

% 


CnJ 

e4 (v? 



I^CNIO 

00 NO 

00 ON 


0 ch oq 

00 

Ch 

T-< rH , 

r4rf K 
rq rq 

OnO 

On tH 

<5 

tH 

tH i/JsO 

rH rH 

?:• 


rH tH 

tH 

1:4 

K* 


m 

« • « 


^ • 



o - 
^ • 

• • • 

• • • 

• • 

^ • 
0 ^ • 

• » s 

• • • 

• • • 


S-H 



th 



. 

• • • 


. 



: 

• • • 

• • • 

• • 

• • 

r4 • 
m • 

• • • 

■ • • 

• • • 

?: 

rH 



<4 



. 



VH 



vO . 
IJl • 

• • • 

• • • 

9 • 

• • 

• • 

. 

oc • 

ON - 

• . • 

• • • 

• • • 

rH 

rH 



rH 



o^ 

rj 

•{g : 

« • • 

• • • 

• • • 

• • 

• 9 

^ • 

rd • 

rH • 

• • • 

• • • 

• • • 

00 

CN^ 

00 

Th 




cn5 



,52,33 

3,18 

[Ocood 

lO lO 

,62,93 

6,42 

icrj 

fONO 

NO 

,69,97 

15,18 

,85,15 

26,40 

rH 

^ tH 

tH 

tH 

rH ^ 



rO rH 'tH 

<N OON 

2? 00 

tHnO 

CN^iO 

RRS 


m ^ 

00 

i r »> 

00 

(> 

00 

sas 


rH 

^ rH 

tH 

rH 

rl rj 

m 

o2g 

CO 


in^ 

OCN 

On 

rH 

0 

'tO't 

s? 




r4 

ON 

jaotN 

rH 

VO 


r-^ rH 

th 

rH 

th ts 


,49,77 

2,24 

,52,01 

7,84 

,59,85 

dise 

,49,55 

4,70 


.54,54 

44,90 

,99,44 

39,59 

rH 


CtH 

rH 

rH ^ 



O _ 

-M CO 

CCS 

C 4 


0 1 

U Ml 


Private 
, Merchandise 
•Govt. Stores 
Total 

Merchandise 
Treasure (To 
Total Import 

Exports 

Private Merc 
Indian 
. Foreig 
Total Private 
Merchandise 
•G6vt. Stores 
Total 

Merchandise 
Total Treasu 
'I\)tal Export 

Balance 


e V 
olit 

5:'*' 


12 


National Planning Committee 
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• « 

f As early at least as the days the Roman Empire at 
its height, the Historian Pliny had observed tliis phenomehon. , 
He has recorded that the Roman Empire regularly ifhported 
goods from India in racess of whatever*Rome and her depen- 
dencies could supply to this country. This used tq occasion . 
such an adverse balance of trade against tKe Empire, that 
annually India had to be paid in Gold or Silver 'to the tune of 
^ 100 million scsterteces, equivalent, in purdiasing power or 
in the money of our days, to something like £. 5,000,000. 
This peculiarity of the Foreign Trade of India explains the 
presence 'of large quantities of precious metals, both Gold 
and Silver, in the country, notwithstanding the fact that 
India does not produce these metals in any quantity worth 
the name, within her own boundaries, at the time the Expedi- 
tions of Mahomed Gazni revealed these hoards. 


Drain*’ of Gold and Silver. 

As a consequence of this, a second characteristic of 
India’s foreign trade arose which brought her steady stream 
of precious metals every year. Table 1 attached shows both 
these characteristics in over 45 years in full working order. 

, No reliable figures are available of the earlier times, 
llip country, moreover, was not united into a single State 
under one Central Government from Kashmir to Gape 
Comorin, from Sind to Assam. Time and again in her history, ’ 
India has had, no doubt, national unification for a greater 
proportion of the country; and the national idea has persisted 
notwithstanding all vicissitudes. Under the Msqiryas and the 
Guptas, under the Pathans and Moguls, the country was 
united into a single State, and remained so each time for a 
couple of centuries or more. But there was no continued im- 

mmm * * 

broken unity. The tra^e, however, continued to shW the 
same characteristic, all through the later centuries after the 
Rbman Empire and 'the ^ise of Islam. This is testified to I^ 
m(^ of the* foreign travellers who visitqd this country, and 
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have left records of thdr impressions r^gardihg the prevail- 
ing. *economic Conditions. Its wealth and prosperity are 
account^ for by this feature of the foreign trade’ of India, 
showing that she produced more material commodities than 
she needed for her own consumption, notwithstanding a very 
large populatioh from time inunemorial. This surplus she 
exported whidi was always in excess of what she imported 
from abroad. The balance was prid in precious pietals; which 
have been from the earliest dawn of civilisation the Inter- 
national Currency for settling all such differences. 

In the last hundred years or so, statistics have 'begup to 
be more regularly complied, though even now they are far 
from adequate. Such as they are available, the two peculiar- 
ities of the Foreign Trade of India, noticed above, are amply 
manifest. In the figures given in the table attached, it is 
qyident that, apart from occasional disturbance of the Trade 
Balance in our favour, due to severe famine, war or a natural- 
calamity on a large scale, throwing out of gear India’s 
mec];ianism ^or production, India continues to show, a steady 
excess of Exports over Imports, and a corresponding flow of 
precious metals into this country, which have added to the 
stores of these metals in the land. 


Balance of Trade vs. Balance of Accounts. * 

During the British Period, however, there have been 
countcftracting factors, which have made this Balance of Trade, 
usually in our favour, shrink in size or volume, due to the 
exigencies of ^British Imperial Policy, against whirii India was 
helpless. Notwithstanding the substantial Balance in favour 
of this country on the Trade in merchandise, all through the 
British period, the precious metals imported into this country 
luive not been in proportion, because of the so-called political 
“ drain ” from this codntry. This drain consisted principally 
of the “ Home Charges ” of the Government of India, i. e. part 
pi the Defence Expraditure of the dbuntfy paid to the British 
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War Office on account of tbe British Army stationed in this 
country; the Political, Civil and ^ilitarf Pensions, « and ^ 
Alldwan^ of all sorts to British Officials in India ;*payment 
for warlike and other stores needed bjs Government and im- 
ported from Britain; Interest on Foreign Obligations of 
Government ; or on private investment ; freight charges on the 
carriage of goods to and fro; Banking commissions, and 
Insurance, — t|^ese were all items against this coimtry, acting 
as so many “ invisible imports « . 

The volume of this drain has grown steadily from the 
days of ‘the Company till before the last War, when it 
amounted to something like Rs. 40 crores a year. So long, 
however, as the Trade Balance in favour of India was in 
excess of these “ Home Charges ”, there was no* danger to the 
then existing Indian economy, as our currency was always 
more in demand in the world Exchange Markets than i^ 
demand for any other currency. The Rupee, however, was a 
silver standard; and with the decline of silver in terms of 
gold, the rupee began to depreciate steadily notwithstan^Jing 
a steady demand for it in the World Exchange Market. But 
in proportion as the Rupee depreciated in Sterling Ratio, the 
British seller in the Indian market found himself at a dis- 
advantage in competing with India’s home made goods. The 
innate sympathy of the ruling class in India tried to compen- 
sate him for this by making the Rupee a token coin, with an 
artificial value, which was enforced anc^ maintained by a 
‘ complicated mechanism called the Gold Exchange Standard.' < 
In addition to the Home Charges, there were what we 
now call Capital Movements to and from the country, which 

also affected the Balance of final Accounts. Considerable 

* 

amounts of foreign loans have been raised by India ; and the 
payment of interest thereon, as well as the return of capital, 
when due, increase the debit side of our account. 

The expenditure of Tourists from abroad in this country 
add to our “ invisible ” exports ; and, conversely, the expendi- 
ture of Indian Tourists and Students in foreign countries add 
to our “invisible” imports. These ma^, however, over a^ 
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lon^series of yeSrs, be taken to cancel each other. Ti^ same 
* may be said of the profits of foreign enterprise, or dividends 
on Foreign ( mostly ^ESritish) capital invested in Indian In- 
dustry, and its incidental services, as well as the surplus 
'earnings oli fordgn professional men or other settlers in this* 
country when ‘remitted to their native country, which act as 
concealed imports, of goods into India. Their e^act figure is 
difiicult to estimate. All told, however, they amounted, ' 
normally, to less than the excess of Exports of merchandise 
from India, leaving still a surplus to our credit. • 

In spite of all this drain, however, the excess was so large 
that it left a net balance in India’s favour in the final account. 
This could not be settled except by the import of treasure, 
gold and silver, into this country. So long as Indian Currency 
was based upon the silver standard, the imports of silver for 
tfiis purpose were considerable. But the silver standard was • 
scrapped on the closure of the Indian Mint to the free coinage 
of Rupees in 1893; and the adoption of the Gold Exchange 
Standard in *1899. Even after this change in the standard 
from the Silver Rupee to the Pound Sterling, — which was 
then of a fixed gold value, — ^the Silver Rupee remained for 
many years th6 ordinary popular medium of Exchange within 
the country. 


Variations in Rupee Sterling Ratio 

• 

The increasingly artificial character of the Rupee, how- 
ever, becoming more and more a mere fraction of the Pound 
Sterling, madfe its value vary from time to time to suit the 
needs of British economy: and the realisation that the Gold 
Standard was more stable and more acceptable in Inter- 
natioha^Exchange than Silver,— a rapidly and progressively 
depreciating metal, — led^ to the steadily increasing imports 
of Gold into the country as against Silver. The Tables 
appended to this Introduction summarise this feature of the 
Ihdian Foreign iFradfe in the last half century. • 
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^ Without going too much into the Curraicy and Exchange 
aspitet oii'our Overseas Foreign Trade, it may be noted that 
the vicissitudes of currency history i]\ Britain itself, and the 
decline of London as the International Clearing House and 
the only considerable free gold market of the world, have* 
influenced materially the movements of precious metals to 
and from this country, which are not at al) demanded by the 
natural flow of her Foreign Trade. In fact^ there has, on 
occasion, been a fall in the Exports of merchandise from 
India, due mainly to the monetary manipulations by the 
British Government, to such an extent that the traditional 
peculiarity of the Indian Foreign Trade, of an excess of Ex- 
ports through the centuries, has been reversed; and actual 
export of gold and silver has taken place to meet an adverse 
balance. On these occasions, the reserves built up in England 
.out of the profits of Rupee Coinage, and out of the diversion 
of part of the gold or silver due to this country or moving 
into it in the normal course of settlement of the trade bailee, 
have been drawn upon against Sterling Securities ; and utilised 
by Britain for buttressing her own position in International 
Exchange. 

...During the Great Depression of the early thirties of 
this century, when Britain could no longer maintain the fixed 
gold value of the Pound Sterling, and had to go off Gold 
Stllndard, conditions were so forced upon this country, that 
there was a heavy and continuous export of gold from India, 
for years together. These aggregated something like over 
Rs. 300 crores between 1931 and 1936. Interested Economists 
and advocates of the British Policy argued that it was in the 
interest of India to draw out this gold from accumulated 
hoardes, and so get mobilised as capital resources which were 
otherwise practically unavailable. But there is no proof 
whatsoever that the wealth so drained away was invested*ih 
any productive enterprise. This pl^ was therefore, special 
pleading or specious reasoning, which, however could not 
conceal the stark fact of the situation, viz: that India’s foreign 
trade, currency and the entire economy had* to be arranged 
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and operated so as to sippport or promote the interest o^ 
Britain at all pruSal moments. 

With the decline of the political Sovereignty and Domi- 
nation of Britain in kuKa, such 'factors affecting the trade of 
jthis countigr are bound to pass away. The normal character- 
istic of our foreign ttade had asserted itself even before the* 
War; while during the War years it grew steadily. Exports 
again began to show a favourable balance. Lack of shipping, 
diversion in the industry of our chief sources of supply to 
war prodhction, and the keeping off of some of the sources of 
supply altogether because of hostilities between this ‘country 
and them, Indian Industry received an adventitious stimulus. 
Foreign imports diminished; and local production increased, 
leading to a surplus of exports notwithstanding all the handi- 
caps of shipping shortage, and controls. A good deal of the 
exportable surplus of this country was required for the war 
needs of the Allies in this very country especially after Japan • 
had entered the War against the Allies. There was consequent- 
ly a stream of “ invisible ” exports, which swelled the balance 
in favour of India all through the period. 

Unfortunately, however, this balance could not be paid 
by Britain in real values. All that this country received was 
bits of paper, or I. O. U’s of the British Government. They 
now constitute the Sterling Balances, made of the Sterling 
Securities in the Paper Currency Reserve, against wh^h 
currency notes were issued almost without limit, and .the cash 
l>alances of the Reserve Bank of India held abroad. In the 
last five* years from 1942, these balances have a<xumulated to 
over£. 1200 million which represent real goods or services 
sold to Britain in her hour of need; but of which there is 
now no prospect of any recovery, given the present condition 
of Britain. At the moment of writing, a declaration of policy 
has been made by the British Chancellor of the Exechequer, 
Dr. Dalton, practically ^stating that these balances due to any 
country, would have to be substantially scaled down, before 
any settlement about liquidation co^j^d be thought of. This 
declaration hasjbeea endorsed by the H^d of ttie Goveiji- 
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^ent> the British Prime Minister, and as guch may now be 
taken 'as official and authoritative. Negotiations may be* 
undertaken as to the ways and means of effecting tKe scaling 
down ; but any hope of a substantial r^ftm to this country is 
fi.n unmitigated illusion. , « 

With the end of hostilities, and gradual return of the 
countries of the world to normal conditions, the trade of 
India would,* one might expect, flow throui^ its normal pre- 
war channels. And when that happens the natural tr«fd of 
trade wpuld assert itself. New factors, however, have enter- 
ed Into the situation which will materially affect the character 
of this trade in the years to come. India has resolved to 
build up her economy on the basis of intensive industrial- 
isation all over the country in accordance with a pre- 
determined Plan. As and when that Plan is carried into 
effect, it would neccessitate heavy imports of capital goods 
from countries industrially more advanced, like the U. S. A. 
To pay for these, India will not have adequate exportable 
surplus. So long as accumulated, mobilised ■ liquid Credit 
resources were available, in the shape of the Sterling Balances, 
imports in excess of our exports would not be a matter for 
any grave anxiety. But in the face of the latest declaration 
of policy of the British Government, it is more than likely 
that, if India pursues her determination to go on with her 
Plan, if she wants to make up the leev^y she suffers from 
in regard to modem industry, if she desires to improve .the 
standard of living amongst her people, she will ne^sarily 
have to import more than she can export during such period 
that the Plan is taking effect, and the leeway is being made 
up. The political difficulties of the moment may, no doubt, 
put into the shade this problem for the time being. But 
whatever the ultimate political organisation of this country ,- 
whether divided or united,-there need be no doubt that such 
parts of India as go ‘together, and ^have a common Central 
Government deterpiined to pursue an energetic policy of 
intensive industrialisation, they will have to arrange for 
heavy imports of capital goods to.make up the deficit in ofir 
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own production of such Aiaterial. 

To 4 )ay*for these increased imports, our exports may 
not suffice, partly b^use of |:he necessity to make up the 
starved local demand during the war years due to paucity of 
'supplies and post*wai; rationing ; and partly also because of. 
> the need to improve the standard of living of the masses of 
our people. This, would mean a sharp rise in the demand 
in o,ur own market for our own goods, whether food stuffs or 
raw materials of Industry, our staple exports. A further 
factor in this connection is the shortage in food stuffs of 
home production, which necessitates heavy imports at 
inflated prices of food grains from abroad, and so adds to the 
trade balance Against India. Perhaps this is only a passing 
phenomenon, continuing until such time that local production 
is increased to meet all the local demand. The fact that 
considerable chunks of territory which were parts of India 
before 1937, like Burma, and which were the chief source of 
supply for much of our present foodstuffs deficit, are now no 
more parts of India. Import from them would be as much 
foreign Imports affecting the balance against us, as imports 
from any other country. Further, the population of India has 
also been groining, according to the latest Census Report, at 
an alarming rate, which means that the demand is growing 
quantitatively far in excess of the available supplies. UnleSft 
therefore, we step up sharply our own production, develoiSed 
•and reconditioned to a degree that the local need with all its 
possibility of expansion is met by local production, the old 
characteristic of our Foreign Trade may be ’reversed for 
years to come. ^ ^ 

At this point we may also con^d^r t^ broad/principle 
of National Policy. In so tar as the principle of National 
Self-Sufficiency, enunciated as the basic aim of planned eco- 
ndmy by the National Planning Committee in the years to 
come; and in so far as hU the planned programme of develop- 
ment of indigenous resources for the production of food, raw 
ipaterials of industry and other cdhsunlption goods within 
the country i^* followed, *a steady excesS of Exports ovbr 
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Impoists may not be re-established for years to come. • 

This will be the situation in regard to the balance of 
trade in merchandise, considered by itcelf. It may be swelled 
still further against us, if the habit, which India ^has shown, 
'throughout the past centuries of hoarding ‘Precious Metals 
persists. As contra distinguished from this, *the Balance of 
Accounts will not be much affected. The principal item 
against this country namely the Home Charges will disappear 
when India becomes an independent Soverign Republic 1^ 
hesself.' No tributes will then be payable to Britain or any 
other coimtry on account of War Office or any other such 
items. If any pension dues are payable to any British 
servants of India, whether civil ,or military, ^his will be set 
off by our dues on account of Sterling Balances. For even 
after substantial scaling down of that account, something wj}l 
still remain due to us, unless Britain defaults altogether,— to 
set off against such items. 

Worst coming to the worst, India will hfive to ^dopt 
the same brazen attitude as Britain has adopted with r^ard 
to our Sterling Balances; and deny any liability on such 
accounts if Britain demands an impossible scaling down. 

Much of the Sterling debt, moreover, of the Govt. Of 
India has been bought out and repatriated thanks to the excess 
ot India’s credits over debits brought about by the war-time 
factors already mentioned. * 

There is therefore little or nothing due from us ort 
accoimt of Interest on such obligations, or for capital re- 
payments. 

As r^ards Freight, Banking commission,,and Insurance 
charges, on account of which heavy payments had to be made 
to Britain who had a practical monopoly in all these respects, 
the economic awakening in this country is rapidly bujldii^ 
up all these service^ in this country. With a National 
Government alive to the needs of the country, we may expect 

fhat these aids to the country’s fordgn commerce will be so 

• •• 

accelerated as to diminish the factor aga\pst us progressively 
till it reaches vanishing point. 
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• The saine*niay a/so be said about the dividends and 
other returns of foreign capital investment in Indian* in- 
dustries or the proii^tof foreign professional practitioners in 
this country. Either these sources of drain from India will 
be acquir^ by India, or payment on this account will be set 
off against whatever remains and is paid to us on account of 
our Sterling Balances from Britain. 

, Expenses of tourists in this country; and, conversely, * 
the expenditure of Indian students or other citizens going 
abroad would balance each other. If there is an Intensive 
development of the Tourists traffic, and systematic exploi- 
tation of India’s natural beauties or attractions, this coimtry 
may even have a small surplus to its credit from this source, 
rather than be a debtor on balance. 

^ On the whole, therefore, so far as the final Balance of 
Accounts is concerned, the situation does not call for any 
serious anxiety, even if recoveries on account of our Sterling 
Balances prpve negligible. 

If, notwithstanding all these considerations any con- 
siderable amount still remains due frcm us, say during the 
years we are building up our National Plan, we may have 
to have recourse to borrowing abroad so as to acco- 
modate us during the short term of our national economy 
on a basis of intensive industrialisation and all roudd 
developments. * 

The difficulty of raising credits abroad, so as to pay for * 
some time the adverse balance due to exesss of imports over 
exports, would change sides from the moment that repayment 
of capital b^mes due. For the payment of interest alone 
would also add to the stream against this country. We 
cannot, in deed rely exclusively upon foreign credit for 
developing our resources, in the manner in whidi we 
would ‘like to develop them; as the consideration we may 
have to offer to our would be for^gn creditors for long-term 
investmmt in this country may become a serious handicap 
in our economic system, and bring us rfo real gain of lasting 
prosperity. 




Exports of Merchandise from British India in Lakhs of Rupees. 
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II Contents of India's Overseas Trade. 

r 

^ ^ s 

Another peculiarity of the foreign trade of India 
consists in the content of thit itradeJ Until perhaps very 
recent years, and mainly because of the War, the bulk of our 

I I 

overseas trade consisted of imports of manufactured or semi- 
manufactured goods. They used to account for nearly 60% 
of the total imports, though of late the proportion was 
declining. 

On the other hand, the Exports from India consisted, 
perhaps in a still larger proportion, of raw materials and 
food stuffs. Under these conditions, those who gave a 
thought to such matters believed that the manufactured goods 
imported here could be very easily produced in the country 
itself, and the raw materials and food stuffs given in exchange 
could be utilised for developing our own industry to mee^. 
our own demand. The Fiscal Policy, however, pursued by 
the British Government in India was designed to afford an in- 
visible, but no imcertain, preference to British Products in 
our market. As British Industry was very much advanced 
long before the time India became conscious of her own 
potentiality in that direction, it had no fears of effective 
competition from local production. This characteristic is 
evident from the Table II attached. 

As Indian consciousness grew in the matter, it demand- 
ed a National Fiscal Policy shaped as to protect, safeguard and 
encourage local industry sufficient at least to meet the local 
demand, or to work up the locally produced raw materials to 
the finished stage ready for consumption. Government’s 
policy was, however, for a long time such that not only there 
was no protection or fostering of indigenous industry ; but 
even the slight, invisible advantage of distance adding C. I. F. 
charges on British Goods coming into India, was deliberal;e- 
ly counterbalanced by what were n^med Countervailing 
Excise Duties”, on the most important of the Indian Competi- 
tor of Indian Goods” nap^ly. Cotton Textiles. Not until 1926 
were these countervailing excise duties removed, and Indian 
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Industry was lef^ untrammelled to secure what it could of* 
*its own market. Even this slight concession wa&*fbrced, 
because the competition of Japan had by that time asserted 
itself to such an exteht* that the Indian Market was getting 
lost even t<5 Britain, and not gained by India either. It was, ^ 
^ therefore, to safeguard their own long-term interests that, in 
the final analysis, they afforded some protection to the Indian 
Cotton Textile Industry. 

* The same' vicissitudes occurred in other industries as 
well, though not perhaps to the same extent. The^ Indian 
Sugar, Match, Cement, Iron and Steel and other such ba^c. 
Industries have been built up, almost from foundation-stone 
upwards, only by the aid of some protective tariff. Imports 
from abroad of these commodities have, in consequence, 
stopped almost altogether. Many other industries, no less 
intportant in the aggregate of our national economy, still 
await such aid and fostering care before India would be able 
to work up all her own resources of raw materials, to meet 
her <9wn demand for the finished goods out of these raw 
materials. Without some kind of protective or fostering fiscal 
policy, giving tariff protection to indigenous industry, direct 
State aid, indirect support in kind, counsel, and guidance. 
Industry of the modem type will have no future in India, 
notwithstanding the richness of her labour supply and variety^ 
of indigenous resources. • 

. This wa« first brought home to the alien Government of 
India in the first World War of 1914-18, when the inability of 

* this country to equip her own forces with modem armament 

* and all accessories of war, showed the disadvantage to which 
India was exposed in the matter of supplies, armament, or 
equipment formerly obtained from Britain, but which could 
not be procur^ while shipping was scai*ce and trade routes 
blqpked.^ Not entirely was it, therefore, in India’s interests 
only ; but rather in the uiterests of Imperial Domination, that 
Britain reluctantly agreed', somewhere about 1920, to re-shape 
India’s Fiscal Policy, and afford “Discfimipating Protection ” 
tcf such Indian Industries as held out good premise of economic 
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‘development within a reasonable period f\s certified ^by a 
specific* Tariff Board, after full enquiry. ‘ , 

It would swell the size of this Introduction too much 
if we were to go into details of the new Fiscal Policy, 
.and its extension or application that follov^ed id the years 
after 1923, when the recommendations of the Fiscal Com- 
mission were generally accepted, and gradually implemented. 

1 

Suffice it to say that the Fiscal Policy of India just before the 
War of 1939-1945 was a mixture of Protective cum Productive 
duties. . And this apart from the experiment made for years 
to ‘form India a part of the Imperial Preference for the 
British Commonwealth of nations. It was designed, prima- 
rily, to support the British Ek:onomic position which had 
received rude shock during the War of 1914-18. It was only 
incidentally that the system of Imperial Preference could help 
Members of the British Commonwealth to secure some ad- 
vantage for themselves, and that, too, by as much trade with- 
in the Commonwealth as possible. Even there, however, 
while the self-governing Dominions, with status eqi&l to 
that of the Senior Partner and original founder, Britain, were 
able to secure and safeguard their interests to the full, other 
Members of the Commonwealth like India, who were depend- 
ent and lacking in political power of sovereign authority, 
tad only to follow the apron strings of Britain, and support 
Britain’s fiscal, financial or economic policies, no matter 
what the repercussions of those policies were upon them- 
selves individually. 

The content of India’s foreign Sea-borne Trade has 
been affected as much by war and the consequent economic 
dislocation in countries affected by hostilities ; but also by the 
policy of internal industrialisation, which received an un- 
expected impetus by the War. Viewed over a long period, 
this change is noticeable in Imports as well as Exports.* kxi- 
ports of finished goods accounted for, 84% of the total value 
of Imports into Bujrma and India, in 1920-21 ; while in 1936-7, 
on the eve, of Burnia’s separation from India, the proportion 
was reduced to 75%. In the same period, 4he fall in valde 
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was much greater^rom Rs. 274 crores to Rs. 92 crores. Im-* 
•ports of yidustrial raw materials amounted to 5% in •1920-21 ; 
but they rose to 16% in 1936-37. In value, while the aggre- 
gate Import fell by 'two-thirds, imports of raw materials 
actually rofee by. 10?o. During the war years this tendency, 
^ was intensified,»till in 1944-45 the imports in class III fell to 

* 40% of the total, while Industrial raw materials class II rose 
to 48%. In the last two years, the shortage of food supply has 
added to the iniports substantially in Class I. But this, let 
us hope, is a passing phenomenon, due to the dislocation of 
national economy by the War. In a predominantly agri- 
cultural country, like India, importing food stuffs definitely 
denotes something fundamentally wrong, which will, with- 
out doubt, be put right when the country recovers from its 
present war wastage and dislocation. 

• On the Exports side, the tendency was not quite so 
noticeable for Industrial raw materials to decline, and manu- 
factured goods to rise. In fact, between 1920-21, and 1936-37, 
expofts of ra?v materials actually increased from 45% of the 
total exports to 53%. This was partly due to the heavy fall 
in the value of India’s exports, and partly to increased 
production of* raw materials in India. Exports of manu- 
factured goods also fell, in the same period, from, 36% to 26% 
again due mainly to the steep fall in the value of Indiam. 
cotton goods, and algo to the greater consumption of Indian- 
made goods in the country itself, leaving a much ‘smaller 
balance /or export. During the War years, the position has 
been reversed. Exports of manufactures have risen to 47%, 

* and those of raw materials have fallen to 28%. In 1944-45, 
out of the tot&l Exports of Rs. 240.39 crores. Class II, raw 
materials of Industry accounted for Rs. 69.71 crores or about 
29% while manufactured goods accounted for Rs. 110.64 
crore^ of about 46.7% 

The importance of*Fiscal Policy or Tariff protection to 
indigenous industry, would be very much diminished if and. 
when a comprehensive National Planr affecting all sectors of 
tlfe economic develobnient of the covmtry^ is prepared and 
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'put into execution, A large part* of th^ Plan wouldf of 
course* 'be under the direct ownership and ccAidupt by the' 
State or its delegate. No qu^ion of indirect protection, as 
by discriminating tariffs, would arise in that case, where 
. internal competition would also be absent. .For the rest, the' 
Plan would inevitably necessitate close contipl, supervision, , 
and r^ulation of all enterprises which form an int^ral part 
of the National Plan. No enterprise could or would be left 
entirely to shift for itself under private ownership, 'free 
from any direction, control or regulation from the -State, 
as it might conceivably throw out of gear the entire Plan. 

Premising, therefore, control, supervision, and regula- 
tion by the State, or by some Public Authority on its behalf, 
in cases where the State does not own and conduct these 
enterprises directly, the measure of protection, encourage- 
ment or assistance deemed necessary or appropriate for each 
industry would be included and given effect to in the general 
policy of Planned Economy, and all that such Planning 
implies. ’ ‘ 

Tariff protection, particularly, may, under these circum- 
stances, reach the level even of absolute prohibition in the case 
of any commodities which are utterly uneconomic to make 
within the country, — except by keeping out foreign competi- 
tion altogether. In such cases it would be best for the State 
td conduct these enterprises itself, and ngt make its policy of 
effective protection to local industry a handle for increasing 
private profit. In a regime of planned economy all pver the 
world, the division of work, as between the several regions or 
countries of the world, could be founded on such natural ' 
lines, that all the elaborate paraphernalia df competitive 
international trade would become obsolete and unnecessary. 
No country would need artificial protection to its industry, 
because the right would be recognised of every cojuntry^to 
develop to the maximum its own resources unhindered by 
any body else. Bqt while this regime is not universal, and 
planning is confined to«only some segments of a country’s 
economy, such precautions or safeguards are-unavoidable. In 
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other cases, absolutely prohibitive regulation is uit^ 

* necessary, tte State may so design its economic or Vandal 
measures as to provide just the necessary degree of fostering 
care and safeguard that each ^ven industry may need for a 
■ while in order t,o make itself good. 

f 

Fiscal Policy is directly ’connected with the Foreign 
Trade of a country. It follows, therefore, that trade itself 
will have to be very closely watched, regulated 'and controll- 
ed,* from the standpoint as much of carrying out the Plan as 
originally designed and intended, as also for minimising 
disturbances of the country’s Foreign Exchanges and conse- 
quently of the internal price-level. The war-time system of 
prior license, x>r price control and production limitation, as 
well as directions where trade is to flow would, accordingly, 
have to be continued for a number of years, if it ever is to be 
abandoned at all. 

It is unnecessary to add that, during the War, these 
features of the Foreign Trade of India have been substantial- 
ly effected. * India has begun to manufacture a good deal of 
what she used, before the War, to import from Europe, 
America or Japan. Under the stimulus of wartime demand, 
new industries were built up and existing ones expanded, so 
that all available raw materials were worked up to the stage 
of finished goods within the country. On the other hand, ,no 
great export was possible in the case of many commodities 
for lack of shipping space, and also because of a very much 
expanded demand within the country itself. Whether these 
conditions will continue on the return of normal conditions is 
difficult to say at present. But an absolute return to pre-war 
conditions, in the sense of unquestioned superiority in 
productive efficiency in many of our pre-war sources of sup- 
plies of industrial goods, and consequent temptation to im- 
<porf f^om them is extremely unlikely. Even if those indus- 
tries, which were started during and because of the war, 
suffer a degree of set-back when the war-time demand declines 

t I 

and disappears, the chances of those very commc^ties being 
lieeded for nosmal* civil requirements aqe not too remote. 
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The Government of India have also (recognised the need for 
protecting and safeguarding these war-babies, if ®nly to make 
good their pledges in that behalf given during the War — 
against unfair post-war competition *so* as to give them a 
more than sporting chance ; of ^survival. A, special Tariff 
6oard has been set up for the purpose since 1946; and 
practically all the recommendations of that Body have been 

, accepted and acted upon by Government. 

Other classes of the Imports into and 'Exports frbm 
India are relatively unimportant. Notwithstanding intense 
planning of a comprehensive kind, and given a policy of 
National Self-sufficiency, it would by no means follow that 
the country will have no Foreign Trade whatsoever. Planned 
Economy does not necessarily mean “Closed” Economy. 
The only difference between the two species is that, if and in 
so far as the Plan is comprehensive and put into execution 
simultaneously, India may produce and work up much more 
of her available and potential resourses than was the case in 
the unplanned age of laissez-faire and individualism. But*for 
working up this very raw material, she would need capital 
goods, e. g. Machinery and Machine Tools, Plant and Equip- 
ment, which would take the place of manufactured goods of 
the pre-war years. And if the raw materials etc. which used 

to l)e exported before the War no longer play the same role 

* • 

in file post war Export Schedule, it is very likely that- the 
surplus of manufactured goods exported from this country 
to our neighbours across the seas and the mountains or 
deserts on the,East as well as on the West, on the North as 
well as the South, may take that place. The content as well 
as the direction, therefore, may change: but trade as such 
cannot disappear under planned economy, as is more than 
testified by Soviet Economy. 


IV Direction of Trade. 

• This brings ugi to the next peculiaAty d the Foreign * 
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Tra^e of India ir- all ther years of the British regime in India. 
As obsej;;ved already, the bulk of India’s Foreign Trade before 
the War used to be with the United Kingdom and other Mem- 
mers of the British Commonwealth of Nations, both on the 
Import aifd on the Export side, encouraged in part at least, 
by the oxygen pumping of Imperial Preference. As a rule, 
however; those favoured customers of ours took less of our 
Exports, collectively speaking, than they sold to us their 
wares. . On the other hand, other countries in Europe, 
America or Asia, took more of our exports than we imported 
from them, even though thqr produced the same type of 
goods as the United Kingdom or other members of the 
British Commonwealth. On the whole, however, the balance 
with all our customers remained steadily in our favour. The 
sub-joined Table III gives the direction, value and percentage of 
fhe Foreign Overseas Trade of India with the United King- 
dom, Members of the British Commonwealth of Nations, 
Europe, America, and Asia. 
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Value and Percentage Share of Trade in Merchandise only with Foreign Countries 
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In this aspect also it is more than likely that the post-** 
war yeai^ will bring many and radical changes. •‘As the 
Table given above shows. Trade with the United Kingdom 
and other Members ol tke British Commonwealth of Nations, 
taken collectively, is on a steady decline both on the import . 
, and export side« The explanation on the Import side, — apart 
from the War, — is the growth of India’s own industry, 
which makes her supply from her own production much of 
wha£ she, used to import from the United Kingdom or her 
Dominions. On the Export side the availability of more 
profitable markets in other countries must account for fhe 
corresponding phenomenon. 

On the import side, moreover, the relative efficiency of 
British production compares unfavourably with that of 
corresponding material from the United States. If India 
desires to build up her new industries on the basis of the best 
available efficiency of machinery, machine tools, plant and 
equipment, she will necessarily have to go to the United 
Stat^ in preference to any other source of supply. Even 
Soviet Russia, which has worked miracles in economic 
development, cannot supply our wants. 

It may b» that financial considerations, like those due 
to the peculiar method adopted in the settlement of the 
Sterling Balances, or the availability of borrowed funds in 
countries like the United States, may divert our trade to 
channels other than those which the normal considerations 
^ of competitive costs would have brought about. But allow-, 
ing for all this and for other factors, like a deliberate design 
* to influence tiie direction of India’s Foreign Trade under the 
Plan, the pre-war direction of Trade in particular lines is 
unlikely to continue unaffected. 

The chances of India developing her Trade with her 
n^ghhours in Asia and Africa are much greater than have 
been visualised while the British supremacy and Imperialistic 
exploitation of India was imchallenged. These countries of 
Asia and Africa on the opposite fhorea of the seas that 
surround us are,* cohiparatively speaking^ dess developed in 
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' India is the extremely small proportion its Land Trade. 
The Table given elsewhere shows that by far ^ larger' 
proportion of the total Fordgn Trade of the country has in 
the last century been with coUntries across the seas. But that 
. does not mean that our trade with our landward'naghbours? 
is non-existant. or that its potentialities aige insignificant. , 
Wich the advent of Planned Development that trade is likely 
to prove eVen more promising than that with neighbours 
across the seas; and, as such, it may need to be^develbped 
intensively by specific devices and deliberate measures which 
haVe hitherto been overlooked or neglected. With the dis- 
appearance of British authority in this country, and European 
domination from Asia, with the end of the Colonial System, 
and growth of communications, our important naghbours, 
including China as well as Russia, may look to this country, 
as we would look to them, for more intensive expansion tn 
matters of trade than has been the case in the centuries of 
European domination of Asia. The present barriers against 
this trade are in the shape of mountains or deserts, which can 
be easily crossed. Other difficulties of Tarriff Barriers and 
Exchange complication are man-made, which can be ended 
also by man. It is only a matter of improving communica- 
tion and transport facilities, and that will not take much to 
aecomplish, especially if, as we assume, the real advantage to 
aH parties concerned is perceived and attended to. 


• VI Internal Trade of India. 

In marked contrast with the Foreign Trade, — whether 
Sea-borne or landward,— is the Internal Trade of this coun- 
try, as between its several Provinces and States. No statistics 
whatsoever are available since 1931 to gauge the vo^me add 
character of this most important seotion of our Trade. But 
|rom every indication we can gather, it is evident that our 
internal tjrade mi^ be^far more important, in quantity as 
well as in value* than the entire amdunb of the Foreign 
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Trade. 

This is/ of course, a common feature all over ttfe* world. 
The larger a country the larger is its Internal Trade, in 
proportion to its Foreign Trade. In the United States, for 
example, it has. been calculated that the Inland Trade is ten 
times as much jis the Foreign Trade of that vast country, not* 
withstanding its Trade connections and credit links all over 
the world. With irdia, still hyde-bound in archaic customs, 
thel^ocai Trade must be still more considerable. The total 
wealth of exchangeable material goods produced in the coun- 
try has been estimated, in terms of the 1900-1921 price-lcwel, 
at some 2,000 crores. This, in terms of the present price- 
level, and allowing for increase in industrial production, 
which was very low twentyfive years ago, may now be takra 
to be Rs. 4,000 — Rs. 5,000 crores. If this volume is exchanged 
dtily once, as between the original producer and the ultimate 
consumer, without the intervention of any middleman, the, 
value of this Trade would amount to Rs. 5,000 crores. 
Agafnst this, the tolal value of our Foreign Trade,— Imports 
and Exports put together, — does not exceed Rs. 500 crores at 
present prices. 

The act of internal exchange is much more frequent, 
and multifold than that in regard to Foreign Imports or Ebc- 
ports. There are not one but several intermediaries between 
the primary producer and the final consumer. There are, 
.moreover, several processes between the first production of a 
commodity and the stage when it is ready for consumption; 
ancT that consequently several acts of exchai^e must intervene 
and increase the total volume ot this Trade. The total 
wealth of Rs. 5,000 crores exchanged twice only would mean 
a trade turnover of Rs. 10,000 crores. This is proved also 
by the statistics of Clearing Houses, though they affect hardly 
a Sra^ipn of the aggregate internal conunerce of India. 

Notwithstanding athis volume fftid importance of the 
Internal Trade of India, little attention is, paid to its develop- 
ment, by removing such of its l^dicaps or obstacles as 
heedlessly, come 4n the way of a full and proper developmeftt 



50 . National Planning Committee 

. • • 

of this, our most important and considerable Exchange. For 
couptries depending for their very existence, so to say, dpon 
their foreign Trade, as Britain does, the domestic Ex<^ange is 
relatively unimportant, and scf may be? left to shift for itself. 
But India is a land of such vast dimensions, great population, 
and a rich variety of production within her own frontiers, 
that she can well afford to work on an ideal of National Self- 
Sufficiency, such as has been accepted as the governing 
principle by the National Planning Ctommiftee. There is 
nothing under the sun which India may need, and which she 
cannot, at pinch, produce herself from her own resources of 
man and materials. As, however, our entire national eco- 
nomy was regulated by the interests and reguirements of 
Britain rather than our own immediate netnls, it was the 
Foreign Trade which received all the attention of Govern- 
ment, dictated their Fiscal Policy, prescribed their Railway 
rates and shipping freights, and governed their policy in 
regard to Currency and Exchange. The Inland Trade on the 
other hand was starved for want of adequate and appropiriate 
financing, suitable Transport facilities, and proper designing 
and adjusting of the financial policy of Government. 

True, all internal barriers to the Trade, guch as the In- 
land Customs Duties which acted as a sort of Transit Tax, 
were attempted to be eliminated, in proportion as the coun- 
try became unified under one strong central authority. Not 
all such internal barriers were, indeed, abolished, as some .of 
the Indian States continued to levy their own Customs 
Duties on the»goods coming within their territorial jurisdic- 
tion. But even in that case, those Customs Duties were 
dictated solely by regard to the financial needs of the 
particular State, and had no bearing in the matter of 
protection to local industry, or other facets of the Fiscal 
policy. On the wider issues of policy, the States follbwpd 
the same line as the Bsitish Governn^nt of India. And the 
latter were obliged, by the very nature of their being, to sub- 
ordinate Indian ne^s ai^ interests to the reauirements of 
British Economic {paperimism. 
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, The same holds ^ood also of such other aids ^nd ad*- 
juncts t 9 flourishing trade, as the medium of Exchange and 
commercial credit. Xlie medium of exchange was unified by 
the end of the Nineteenth Century, and thereafter worked in 
close co-operation and faithful subordination to British needs 
right upto April 1. 1947. Inland transport rates, were 
designed to aid ;foreign commerce from Inland centres to 
ports and vice versa, as much as possible, also at the expense 
of focal ipdustry. Banking and currency and credit instru- 
ments and institutions likewise operated with scarcely veiled 
indifference to the Inland Trade. In every way, thus. 
Internal Trade was neglected, uncoordinated, — a prey to the 
greed of the 4ocal shop-keeper, and the ignorance of the 
primary producer. 

With the introduction, however, of a comprehensive 
Plan of all round National Development ; with the deter- • 
mination to develop the local resources of each region 
within the country to the utmost of its capacity, and 
distribute the benefits of planned production as can 
be best possibly arranged, the volume as well as value of 
internal Trade must grow steadily. As the Plan progres- 
ses, the standard of living, the scale of wants, of the 
people all over the land will also increase. The result would 
inevitably be that the local demand will follow suit. On fhe 
other hand, a policy of adequate and effective safeguard for 
, local production may bring about a cutting off of our 
hitherto foreign sources of supply for many an industrial 
product or manufactured goods. Their place v^ill have to be 
taken by the output of our rapidly developing local industry. 
Internal commerce must therefore grow still further in pro- 
portion as the Foreign Trade declines in importance. The 
National Planning Committee has alrrady resolved, not so to 
plan*our economic development faster and build up local 
industry as to make it n, means of dutnping Indian wares in 
foreign markets, whose own industrial potential is yet not 
fully developed. There will, therefore, -be all Ae greater 
need to develop the *Home market, so asufo absorb fully all 
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{he expanding output of Indian industry, wl^ose establishment 
and e]q)Iinsion must be regulated so as to attain *this^primary 
aim of national planning. 

Internal Trade would, accordingly, have to be hereafter 
regulated carefully and controlled effectively, so* as not to 
miss the mark set before the Central Polipy in planned 
development. Perhaps that purpose would be better served, 
if the whole of that trade is regulated, as between the several 
units, by some public authority, if not conducted d\;rectly by 
that authority. Something corresponding to the United 
Stages model of the Inter Stale Commerce Commission, but 
with much greater powers, and more direct initiative in the 
actual conduct of trade, would have to be adopted if this 
facet of our national economy is to receive its due. Trade 
will then no longer dictate our basic economic; fiscal or 
financial policy; but will become a natural compliment <9f 
our productive resources to enable us to make a proper 
distribution of increased output and so help in improving 
the standard of living among the people at large. * 
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RESOLUTIONS 

Resolutiont of the National Planning Coramilitee 

on the 

Interim Report of the Trade Sub<Committee. 

The trade SubO)mmittee's Report had been put down 
on the agenda* for the meeting of the National Planning 
Committee on the 26th June. But it was stated that the 
Report dealing with Internal Trade, though ready, had ndt 
so far been duplicated and circulated among the members. 
Qertain draft resolutions dealing with Internal Trade were, 

, however* ready. It was decided, however, that the whole, 
subject, which was of great importance, should be considered 
*fully at a later stage, when the full Report was ready and 
had been circulated. 

At the request of the National Planning Committee 
however, Shri Kasturbhai Lalbhai, Chairman of the Sub- 
Cdmmittee, gave a brief account of the Report. He pointed 
out how internal trade of far grater importance than 
external trade. • • 

The National Planning Commit^ desired to emphasise 
the directions previo^ly issued in the Notp^or the Guidance 
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* of Sub-Committees ( paragraphs 9 aftd 19 ffandbook No^ i, p. 
79 and* 81). Paragraph 19 should apply nof op]y to in- 
dustrial development but to other ^velopment also. 

7%e following resolutions were also passed : 

* 1. i. Owing to the size of the country and the population/ 
the geographical distribution of various crops and 
min^ls, the internal trade of oyr country is even 
today far larger than our foreign tz|ule, and will be 
more so in future. * ^ • 

, ii. Owing to this fact, it will play a more vital part in 
our economic life, and must be planned and fostered 
to contribute to our national well-being. 

2. i. An essential step in such a direction i5 the realisation 

of the fact that our provinces are economically inter- 
dei^ndent, and can advance only together and not 
against each other. 

ii. In framing any measures of local economic develop- 
ment, the broader background of the necessity of a 
corresponding well being in other parts of the country 
should always be kept in mind. 

3. An immediate attempt should be made to collect and 
collate the statistics relating to the internal trade. 



FINAL REPORT OF THE SUB-COMMITTEE 

ON TRADE. 


1. We were appointed to report on the following 

( a ) Trade-Local, Inter-provincial, Inter-regional 
and International ; 

(b) the nature, volume and character of our 
* domestic and foreign trade; 

(c) the treaties which have hitherto regulated 
any part of trade with other countries ; • 

( d ) India’s balance of international payments : 

(e) means of regulating and developing sudi 
trade so as to minister most effectively to 
the national prosperity, by meahs of bilateral 
trade agreements, and advanc^ent of the 
cause of Indian traders settled in fordgn 
countries; 

(f) place of middlemen. in trade (domestic or 

foreign) and the charges made by them; 
retaih^rade organisiftion of stock and pro- 
duce exchanges; • • 

( g ) organised war^otteing fadlities.* 

Since the 'field of our inqiury jnlhs very wide, we 
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appointed a Sub-Committee consistii:tg of ; 

' * * Sjt. J. N. Sen Gupta, 

.. G. L. Mehta, & ^ 

Prof. B. N. 'Ganguly, 

to deal with the Internal Trade, and their report on the sub- 
ject as adopted by us is attached herewith as Appendix I. 
The Chairman’s Note on Export and Ipiport Trade as 
adopted by the Sub-Committee are also attached herewith as 
Appendix II ( A ) and ( B ). Similarly we had asked prof. X J. 
Anjaria .to deal with the Balance of Payments and India’s 
Laiid Frontier Trade. His notes are also attached herewith 
as Appendix III ( A ) and ( B ). 


11 . 


2. We have naturally to look at the above problems 
from some focal point, and, therefore, the first question that 
arises is as to what this point is. What is the objective or 
the standard towards which we should direct our efforts and 
in terms of which our achievement should be measured? 
The most obvious aim would be one of attaining national 
self-sufficiency. But, for one thing, national self-sufficiency 
could be considered only in respect of the import trade; for 
another, national self-sufficiency by itself cannot be the 
ultimate aim. It is not desired for itself, but for its impli- , 
cations in the way of a larger income through a well-balanced 
development of the entire econ(»ny. Perhaps the same thing 
could be expressed by saying that our ultimate aim is to 
increase the real income of the people, so that through it, 
they are able to attain a higher standard of living such as the 
N. P. C. has envisaged. 

3. Any planning of the trade of the country .should!', 
therefore, harmonise with this aim.« It would mean, of 
cpurse, that our external trade should be so organised that 
we are ablq to have.the maximum of imports with the mini- 
mum of sacrifice ai^ji exports and thus &irich our income! 
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But it will also mean nuuiy things more. In a country like 
the C. K., where the major part of the daily neoessitite* of the 
masses lias to be imported, the eictemal trade holds the 
centre of the stage, as S difference in the terms of trade would 
make a g(eat 41fference to real income of the nuuses. In 
our case, on tl^e other hand, where the larger part of income 
is spent on hoi^ produced goods, internal trade has a 
greater importance. That again would me&n. that we 
will have to watch not merely the external terms of trade, 
but also the internal terms of trade at every stage* so that 
neither on accoimt of a monopoly, nor on account ot a 
higher cost of distribution, our income is frittered away in 
the use of the aon-essential things and services. The scope of 
our examination would, therefore, be necessarily wide and 
would include every aspect of our economic life, whidi 
directly or indirectly affects our trade, or is similarly . 
affected by it. It must be realised that trade is a result of a 
number of cross currents, some temporary, and some per* 
nuulbnt, some accidental and some inherent; it is through 
these cross currents that we are trying to reach the position 
of enjoying a large real income. 

4. It is,«however, not our intention to encroadi upon 
the work of other conunittees, and if we have emphasised 
our goal in terms of real income, it is only to give a clear 
perspective of the pjroblem; and in the light of that to justify 
^the conclusions that we have reached. If, for instance, 
the pro])lem is as we have stated, it would mean that trade 
should be permitted to come into existence only after the 
needs for consumption have been satisfied or only to the 
extent tlmt it is necessary to do so. This would, in a way, 
de-commercialise our agriculture and give an entirely new 
meaning to agricultural production. It would also follow 
that at $ome stage, we would have to consider the question 
of how far it would be desirable to •insulate our economy 
from outside influoices $y distinguishing Jbet ween a monetary 
standard for internal use and another for.extemal use. We 
^ise that these»id4hls, if fulfilled, drill f 9 »some time const* 
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*derably decrease our trade, and »iay adversely affect the 
tempo df both our industrial and agricultural production in 
some directions. But with the things as they are, we do not 
see any other way of raising the real income of the large 
masses unless we want to repeat the mistake m^ by the 
U. S. S. R., and impose a heavy sacrifice pn our already 
burdened agriculturists. ^ 

5, We have used the words ‘*as things are at present 
above with a purpose, as all our remarks are bas^ on* the 
present ^te of our agricultural production. If, in future, 
injures are adopted which considerably increase the agri- 
cultural production, and if simultaneously rents are controlled 
and other burdens of the agriculturists removed, thar income 
would have then increased sufficiently to create a spontaneous 
increase of trade. We have no idea as to the extent to which 
these measures will come to be adopted, and whether their 
course will be simultaneous with other measures of economic 
mneliorations. All that we can, therefore; say at this stage 
is that if conditions justify it, we would welcome a §reat 
increase of our trade in general, and of the export trade, in 
particular. We are, however, not very hopeful of reaching 
this happy condition at an early date. Tilhthen, we are 
afraid, our conclusions, though disappointing, are more 
logical and correct. 


Ill 

6. It should have been clear from the above that, 
among the two divisions of our trade, internal and external, 
we attach a greater importance to the former. It is really 
here that our investigations should start and then only 
extend to external trade. But there is another reason also. 
If we want to plan Anything in tenns of agricultural or 
industrial production, the plans will have to be continuously 
modified on account of the influence of external competition 
dhd external price fluctuations. If, for instance, acreage 
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under cotton is planned* to give a definite income to the* 
agricuitujjst. It is no use if foreign cotton or tbeif prices 
are permitted to disturb the arrangement. It will upset not 
only that particular comer of the plan, but the entire plan 
itself. The* sphere of external trade will have, therefore, to . 
^be considerably, reduced, and we will necessarily have to 
think primarily in Jerms of the requirements of our internal 
trade. To this should be added the fact that internal trade 
will be amenable to our control in all its spheres, while 
external trade will not be so. The planning of internal 
trade, therefore, could be made the main instrument and 
channel for reaching our objective. 

7. We domot have sufficient data to estimate correctly 
the size of our internal trade, though it is possible to make 
a rough guess with the help of various figures. Some time 
back Prof. K. T. Shah attempted an estimate and came to 
the conclusion that it was near about Rs. 2,000 Crores. In 
the report submitted to us this figure is estimated to be at 
7,000\^rores. This is arrived at by estimating the saleable 
surplus of various commodities and the frequency of 
exchange in the case of each commodity, and then multiply- 
ing these two. • The resultant figure expresses the value of 
the total turnover from the time the goods leave the 
producer and reach the consumer. It is thus inclusive of the 
cost of distribution, and transport. We feel that on the 
^h(^e the estimate has been made on conservative lines and 
it would, be safe to assume that our internal trade is not less . 
than *Rs. 7,000 Crores. This figure may be contrasted with 
\he size of our external trade which is about Rs. 500 Crores. 
(Vide Appendix I on ‘Internal Trade’, Qiapter. I). 

8. More remarkable than the size, however, is the 
distribution of the trade. On account of the natural con- 
figtivatloq of the country, and the climatic differences, 
there is an excellent geographical distribution of agricultural 
crops, forest products, mineral resources, and the allied* 
industries. It can be seen from the Report, for instance, 
thdt among the staplh requirements *of oyf people, rice is* 
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.* concentrated in Bengal, wheat in the Punjab, and U. P.* 
Jowat*in Bombay and C. P^ and the in theGaingetic 
Doab. In the commerdal crops, a large part of the Linseed 
is accounted for by Bihar and C. PI, mustard by B^igal and 
, Bihar, groundnuts, cocoanuts and castor ,by Madras, raw 
cotton by Bombay and C, P., and raw jute by Bengal, Bihar 
and Assam. Similarly in the case of Forest and Mineral* 
products, bach of the provinces would appear to have 
predominance in some essmtial product. a consequence, 
while q province is able to supply a particular commodity 
pfvdominantly, its internal economy is not self 'Sufficient in 
other essential requirements, and has to be supplemented by 
a recourse to other provinces. Bombay, for instance, may 
be able to clothe itself, but it must get its wheat from the 
Punjab, rice from Bengal, tea from Assam, sugar from the 
U. P., and steel, coal, jute, for its industries from Bengal and 
Bihar. This is so in the case of other provinces also, and 
consequently there is a vast inter-provincial trade rich in 
range and wide in variety. (Vide Appendix I, Chapter II). 

9. This, however, does not mean that either the 
external or the internal trade in different provinces is equal. 
In fact there are wide variations in both, due to several 
reasons. The money value of the articles exported naturally 
differs from province to province, and consequently the 
more industrialised the province, the larger is the value of 
its exports. Then again the imports depend upon the type 
of industries a province has got, the type of crops it grows, 
and the concentration of its population. The me* of a' 
province like Bihar may illustrate the point. It has valuable 
exports in Jute, Cotton, Iron and Steel. On the other hand, 
its imports are very few, as it has got all the necessary raw 
materials for the above industries and also the food grains 
for its consumption. The result is that on balance it sinews 
a surplus of exports. This is alsc^ in the case of the U. P., 
,C. P., and Madias. Similarly, in the matter of internal 
trade, sipce most of our production is agricultural, those 
•areas which are more dfependent on agricuUure seem to have 
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a larger internal tipde. Ih this they are helped by the fact * 
that in provinces like the U. P., and Bihar there is*a larger 
concentration of the jiopulation which would naturally 
require a large turnover of goods to maintain itself, (Vide 
Appendix I, Chapter IV.) 

• 10, Wheok therefore, it is suggested that there should 

be a bhlancing of economy as far as possible in each province 
and as betweeq the different provinces, we should be 
careful as to what we mean by the term. Balancing of 
the money values of the provincial exports and imports, 
will and need never be attained, as with the best of planning 
it would be difficult to arrange for a distribution of resources 
and population* which will give this result. Besides, what 
really matters to the people is not the money value of the 
products which are exported or imported, but the margin 
or profit in the occupation they have chosen and the real 
income available through it. It is this quantum of comfort 
which should be balanced so that nowhere in fact a person is 
able to enjoy a larger comfort than another similarly occupied 
elsewhere. This would mean that we have to take into account 
the internal trade of each province, the cost at which this 
trade supplies the essential needs of the people and the margin 
in purchasing products from other provinces. In short, we 
would have to examine the whole gamut of economic rela- 
tions, and to think ii> terms of equitable economic relations 
between different classes and functions all over the country 

.rather, than between the different provinces. We are quite, 
sure that various other committees will examind these rela- 
tions relevant to the problems with which they have to deal, 
and the National Planning Committee will also have to do 
the same. We, therefore, content ourselves with the obser- 
vation that any equitable distribution .of income will auto- 
matically introduce an economic equality between the various 
provinces. 

11. The above analysis of the distribution of agri-« 
cultural and other products would show that our provinces 
are far more inter-dependent than *they, ^ould seemingly* 
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• appear. As against the popular belief th^t the rest the 
country* is at the mercy of the industrial pdrtiops on the 
Eastern and Western coasts, we must emphanse that the 
industrial areas are far moib depen^^t on the agricultural 

. areas both for thdr raw materials and their food supply. 
This would mean that if ever there was apy talk of self>, 
sufficiency in terms of the provinces, it sh 9 uld be completely 
discountenanced, and we must think only in terms of the 
whole country as one economic unit. 

12. At the same time the distribution of our pro> 
ductive resources referred to above raises certain issues 
regarding planning. Even if we think of the country as one 
economic unit, it is a question whether it is to be developed 
as one unit or separate regions whose plans will harmonise 
with each other. If we accept the basic fact that most of our 
provinces can grow the necessary food grains, then the oifly 
thing which would stand in the way of a regional develop- 
ment of the country is the present localisation of the in- 
dustries. But then it must be admitted that industrial* costs 
are far more flexible and even if in some cases the exi s ting 
localisation might be the result of some economic advantages, 
they sre not always of a nature which could not be balanced 
by other factors. The development of the Hydraulic Power 
Stations, River and Motor Transport will necessarily create 
a tendency for decentralisation of quite p few industries and 
favourplanning on a regional basis. Even the fact that op 
account of the vast size of the country, goods have t:o travel 
long distances, is a point which should not be n^lected. ' We. 
would also refer to the case of the U. S. S. R. which developed' 
its economy on these lines. While, therefore, we would like 
to encourage the growth of centrifugal tendencies, we do not 
know whether it could not be achieved by a proper balancing 
of the economic development of the various regions., It mill 
be perhaps easier to do this, if we »think of the country as 
.divided into economic and not administrative divisions. Each 
region cqiold then, aim at a spedalisation in those commodities 
where it has got a distiifct economic adl^antage, and yet hsHre 
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d sufficiently wi^c bascf of economic life so as to assure 
balancec^distVibution of resources and man power. * * * 

13. Whether, however, we have centralised or deeent* 
ralised planning, one thing i^ quite clear. We will neoes> 
sarily need the services of an inter>regional or inter* 
provincial Board like the Inter State Ccmunerce Commission 
in the U. S. Our brief experience of the responsible 
ministries in the various provinces has shown us that unless 
there is ^uch a i)ody to co-ordinate the economic aspirations 
of different provinces, there would be a confusion jof ideals 
and methods. It may be remembered, for instance, that 'the 
sales tax announced by the Government of Bombay was 
different from the one adopted, by the Government of 
Madras. Similarly, there was a considerable difference in 
the policies adopted by the Governments of the U. P., C. P., 
Bihar, Bombay and Madras, regarding wages and problems 
affecting labour. Even the ultimate economic aims to be 
attained seemed to differ in different provinces. The magni- 
tude of the danger in the absence of a co-ordination could be 
realised from the fact that the Provincial Governments are 
prone to locsd patriotism and are fully competent with thdr 
existing fiscal and legislative prerogatives to either hinder or 
encourage the growth of particular tjrpes of trade as it suits 
them. We need mention only the chaotic condition of local 
taxation which even now is irrational in its favours or 
^disfavours. We realise that the existing economic ctmdition 
of a province would affect the tempo as well as the direction 
of the economic change and to that extrat there would be 
certain differences in the methods of approach. But unless 
these endeavours conform to a common poli^ and a common 
ideal, they will seriously hinder the development of the other 
parts of the country. We would, therefore, suggest the 
Creatiop of a body which will be able to supervise the pro- 
vincial activities and put an effective ohedc on polides which 
are likely to conflict wil^ the common gqod, d^ned in tem^ 
of a programme of co-ordinated developnient for the country 
ds a whole. (Vide App^sdix I, Chapter llh). 
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14. We have already mentioned abv^ve the fact, that 
the estimate of internal trade given by us include the cost of 
distribution and transport. It has l^een assumed that the 
distributive chain consists o^ four transfers fron^ the time 
the goods leave the producer and reach the consumer. While 
these transfers or frequency of exchange as they have been 
called) are likely to be less in some cases, we think that they 
have been estimated on a fairly conservative basis. Even 
then, however, as they imply the existence of so manj'^ inidille' 
men, the^question arises whether our distributive machinery 
is not larger than what it should be. 

With a certain amount of regional planning and with 
the organisation of the trade, suggested aboVe by us, this 
number would definitely come down. But in the existing 
circumstances, we do not think it is unduly large. We must 
remember that our country is very vast, and that the various 
provinces are inter-dependent. In the case of agricultural 
produce, therefore, it means a travel of the goods from the 
villages to the towns, and from there to the cities. From 
the cities again, they are redirected to the various consuming 
centres. We find that even in the organised trade in manu- 
factured articles, it requires the services of at least three 
independent agencies, excluding the Broker. Manufactured 
goods are first sold to a wholesaler in the industrial area 
itself. He then sells them to similar wholesalers in the other 
parts of the country through whom the goods are actually, 
distributed. It would, therefore, appear that owing to the 
distance between the producer and the consumer, these links 
are necessary. 

15. Regarding its cost, we regret we do not have en- 
ough data in our possession to say ans^ing definite about it. 
Naturally, such costs will differ from trade to trade, and will 
be greater in unorganised trades than in the organised ones! 
But our experience with the organised trades makes us feel 
that the general standard of remuneration for the distributive 
services cannot be high. ‘We find that in organised trades, 
thfe wholesaler’s ccR^missfon in most cas^ is below 2% and 
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when he does business, his margin of profit is not above 
The "brokerage cWges are also very small compared with 
the services which are rendered by these people. Con- 
sequently it would apilbar that* in the case of the organised 
buyers, bcfth in agricultural produce and manufactured goods« 
the cost is protebly not high. Unfortunately, however, to 
the yast bulk of the consumers, it is the retailer’s costs 
which matter, 'fhere, one must admit that thd distribution 
is not properly* organised, and the consumer must be neces- 
sarily paying something for the lack of proper organisation. 
At the same time, it would not be correct to assume that •the 
retailer’s costs should not be higher than the wholesaler’s. 
The retailer is the last link in the chain of distribution, 
and has to bear the fuT brunt of changes in demand and 
fashion. The apparently high margin of price which he 
aharges to the consumer is really an allowance for losses in 
goods which he cannot sell off easily. These and other pro- 
visions for the shortcomings of the economic organisation 
will* continue to be made in any economy, which gives a free 
play to the consumer in his selection of goods and should be 
allowed for when judging the reasonableness of the retailer’s 
charges. . 

16. There is another point also, which requires con- 
sideration in this connection. Our distributive organisation 
fulfils two functions — one of distribution proper, and the 
other of Banking. It is not upto us to go into the causes 

*for this state of affairs, but we feel that if one could separate 
the*charges for the two services, the charges in the case of 
• the former would not be found to be unreasonable. 

17. Whatever it is, a certain amoimt of reduction 
could be brought in both the charges, if the producer was 
offered a larger scope for an easy disposal of his goods. On 
ac;poi!nt of the fact that our produce is not graded and 
standardised, the area«in which our* producer can select a 
trader is definitely limited. Similarly, ^on account of tl),e 
absence of warehousing facilities, he is qften forced to sell 
his goods, whether the prices at the moment are remunem- 
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^veornot. We, therefore, feel that the fi^t essential step 
in the elimination of redundant middlemen, and the ipeduction 
of distributive charges should be towards a standardisation 
of the produce and the provision of warehouses. It would 
not, however, be possible to introduce the, second till the 
goods are standardised, and made capable of warehousing in 
a common godown. It is, therefore, suggested that we should 
• immediately have committees of experts in eadi trade, who 
will prepare tentative standards of goods and also gfade the 
goods in.thar own trade. So far as the warehousing facilities 
themselves are concerned, th^ could be provided by the local 
or the provincial authorities. 

18. We have been asked whether our commerce should 
be nationalised or not. As already stated, and as mentioned 
below in our treatment of the Export and the Import Trade, 
. a certain amount of control over producers and consumers 
would follow from the general line adopted us. In the 
case of our external trade, with the development of planning, 
the control would naturally increase. These steps would be 
required by any plan, if it is going to be capable of fulfil- 
mmt. Whether, however, this control will grow into owner- 
ship of the means of production, we ourselves cannot say, 
though as far as the distributive machinery is concerned, 
we do not think it is necessary. As we have already stated, 
we do not think that in the absence of more detailed data, 
. we can Subscribe to the assumption commonly made, viz., 
^at the cost of distribution is unnecessarily high. We have 
also stated that its variations are likely to be smoothened out 
by standardisation and facilities of warehousing. Besides, 
any consideration of this issue could come only after the pro- 
ductive resources are state-owned, and the needs of the con- 
siuner well regulated. We therefore, suggest that it would 
be a better course to gradually permit the middlemen to 
become harmless, with the growth oC control in the above 
directions. We would come to the same conclusion if we 
took account of the fact* that the number of persons who 
compose this organisatioil is so large ana their services are 
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so various, that it would be difficult to replace them by* 
state-dwned shops or stores. .• * 

19. ^he other cost that has to be considered is the 
cost of Transport. This and orther questions like the pro- 
vision of bdtter transport and the co-ordination of existing ^ 
services are subjects for the committee dealing with transport. 
Therefore, we content ourselves by observing that transport 
is an important factor in the development of trade, and that 
the decisions takbn regarding its cost, and co-ordination will 
have determining influences even on the distribution^ of our 
industries, and through that on regional planning. (Vide 
Appendix I, Chapter V, Paras 3-7. ) 


IV 

20. In the treatment of our Export Trade, the first 
question is, once again, of selecting the correct objective. 
Since^in our opinion, the external trade should be permitted 
to have its value only in relation to and derived from the 
Internal Trade, the basic considerations which should guide 
our policy in the long run are already fixed. At the same 
time, we have also to consider what could be described as the 
“ quantitative aspect ” of the external trade. In the follow.- 
ing, we have first considered the quantitative aspect of our 
export trade as one of immediate but temporary importance 
and have invited attention to certain considerations, which 
in our opinion supply the more permanent aspect. (Vide 
i\pp«idix II (A), Paras 2-6 ). 

21. Considering the quantitative aspect first, it can be 
seen that the War of 1914-18, disturbed our trade with the 
European Countries and that for one reason or another we 
have rfot been able to recover that trade; on the other hand, 
our trade with Japan, the U. S. A., and the U. K., has been 
increasing. It is difficult to say as to ^what extent the^ 
decrease of our trade with countries like^Cjermauy, France 
and Italy has beegi aii absolute loss 'of tha market, due to 
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' the commerciEl policies followed by these countries. A part 
of thfi /^ecresse miy be due to the working of the Gttewu 
Agreement end e pert is perhsps merely e recorded decreesCt 
as under the Ottawa Agreement, U. K. had considerably deve- 
loped an entrepot trade. In any case, taking up ^the present 
distribution of our trade we find that the major part of our 
exports are taken up by the U. K., Japan, U. ‘S. A., Gerjnany, ' 
Belgium and Ceylon. With the separation iof Burma, thdt 
country also now occupies an important position. The distri- 
bution of this trade among the various commodities'will show 
that nearly 2/3 of our trade is composed of Tea, Jute, Raw 
Cotton, Oilseeds, and Leather. Looking at the problem mere- 
ly from the quantitative aspect, these figures raise two 
questions. 

1. Can we improve the distribution of any of the 
commodities so that we are able to secure a larger 
market in any country than what it has got today ? 

2. Can we secure an increase in the total export of 
any of the commodities ? ( Vide Appendix 21 (A) 
Para 7.) 

22. Tea : So far as Tea is concerned, the figures will 
show that U. K. is the largest consumer of Tea in the World 
market, the other best importers being Canada, Ireland, Egypt, 
y. S. A., and Australia. These countries comprise the main 
market for the export of Tea as the remaining European 
countries are mostly habituated to use Coffee, and consequent- 
ly need not be considered for our purpose. Taking up the 
imports of Tea in these Tea consuming countries, ‘we find 
that while U. K., Canada and Ireland are to a large extent 
supplied by India, in the case of other countries, the trade is 
almost entirely in the hands of Ceylon and Netherlands 
Indies. At first sight, this would make it appear as if there 
is scope for the expansion of our trade with the U. S. A., and 
Colonies. Actually, however, this is not so. The ‘distribu- 
tion of Tea in the various markets is at present governed by 
’h system of exp6rt licenses under the International Tea 
|lestriction Scheifie, anp as lon^ as that ^ntinues our gain 
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in OBB direct/on may be balanced by a loss in ^ finother 
direction,* This state of affairs is bound to continue as long 
as the arrangement under the Jntemational Tea Restriction 
Scheme continues. And looking to the problems that the 
producers of RaV Materials have to face, we do not think * 
•it would be potoible to persuade them to give up a scheme, 
though decreasing *their market assures them a definite profit 
mar^n. ^ { Vide Appendix H (A), Para 8). 

23. tiute : In the case of Jute the position is a little 
difficult of analysis. In Raw Jute, we have a monopoly of 
the crop, and in Jute manufactures, we are the largest pro- 
ducers. We are, therefore, in fact, supplying whatever 
markets there are available today and change in the export 
policy is not likely to increase the size of those markets. On 
the contrary, it would appear that we have to look at the 
problem of Jute from a different angle altogether. We have, 
for instance, to find out whether it is possible for us to 
widely the present scope of the use of Jute by an inquiry 
which would cover the fields occupied by other industrial fibres 
like Hemp, Sissal and Manilla. We have also to see whether 
we cannot protect it against the use of synthetic or other 
alternative materials. We note that the industry is conscious 

of these problems, and researches have already been under- 

• 

taken to widen the scope of the market for the use of jute. The 
problem of its substitution by alternative packing matqri&ls is 
one ’ of relative prices. We do not know to what an extent 
there, is a margin for the reduction of Jute prices, consistent * 
jrith satisfactory earnings to the Industry, but we would sug- 
gest inquiries in that direction. ( Vide Appendix II (A), para 9 ). 

It may also be mentioned that for some period, the Jute 
Industry at Dundee has been pressing for a duty on the 
import? of Manufactured Jute. So far -this pressure has not 
beed successful but in the event of it being so, we would 
suggest that we should *seriously consider the question of a 
duty on Raw Jute exported to the U. K. 

, 24. Raw Cottpn : * ^ 

(a) The fibres in respect of Ra^ Cotton show a 
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maldistribution both as regards the quality,of Cotton exported 
and also regarding the markets. It will be se^ that the 
major part of the exports are below the fibre length of 7/8" 
and that half of these exports are tak^ by Jap^p alone. It 
* will also be seen that while the Indian ’Mills have been 
increasingly consuming larger stapled cotton, their require- • 
ments are . not satisfied by that and they are becbming 
increasingly dependent on foreign cotton of p suitable type. 

( b ) Two of the greatest impediments in thie Avay of 
tl)e expansion of the market for Indian cotton abroad are 
its comparative inferiority in comparison with the long- 
stapled American and Egyptians, and trade barriers imposed 
in various countries of the world in recent years. The 
question, therefore, naturally arises as to how we are to 
remove these impediments. 

( c ) Our natural inclination would be to produce more 
cotton of a larger staple. As recent experience shows, such 
a course is not impossible. But it would be helpful to us 
more for purposes of Home consumption than the Export. 
So far as the latter is concerned, such a change will bring us 
immediately in competition with a larger market, and may 
not necessarily be a boon. On the contrary, an inquiry 
would show that our costs of production are such that it may 
not be possible for us to stand in competition in this type 
of cotton with the U. S. A. and East Africa. 

I 

( d ) Past history of the trade will show that we Used 

■ to have bigger markets in Germany and that even 4oday we. 
have fairly good markets in France and Italy. With different 
trade policies followed in the first two countries, it may be 
possible to revive our markets there; in fact, Italy would 
appear to be fairly anxious to secure our cotton. Such a 
revival, however, would be dependent entirely upon the 
extent to which we are able to persuade these coimtrids” to 
revise their policy and as subsequent sections will show it 
*may not be easy* for usto'doso. Besides this, short staple 
cotton i^ only used for coarse counts, in which Japan alone 
has a good sized ‘ixdustry. We would, th&refore, suggest a 
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thorough technic^ research to be undertaken with a view to sr 
successfiti utilisation of short staple cotton for* ‘medium 
counts. In the mean-^hile, it would appear that the best 
course wi]l be to develop our markets in the U. K., for the 
use of cotton of*our type, and that is likely to increase as the 
Textile industry in the U. K. is now concentrating on 
markets like African countries and consequently turning to 
coarser counts.^ (Vide Appendix II A, Para 10).* 

25.. Oilseeds : 

(a) The Trade in Oil consists mainly of Linseed and 
Groundnuts, which account for 2/3 of it. The rest is made 
up of Castor Seed, Rapeseed, Sesamum and other oilseeds. 

(b) In this, the problem of Linseed is distinct. In 
this product, there are really two exporters, Argentine and 
India ; though the producers include the Soviet Union and 
tlie U. S. A. Among these two exporters, Argentine has a . 
much larger export and a wider distribution of the markets, 
while our Exports are mostly confined to the U. K. The 
actual share of the market that either of us get any year, 
depends upon the parity of prices between ourselves and 
Argentine. 

( c ) It Would accordingly appear that we have a fairly 
large scope in countries like France, Netherlands, Belgium 
and Germany, which have markets almost as big as the U. iC. 

It wauld also appear that it will not be difficult to secure 

.these markets, as the ties between Argentine and the% other • 
countries are not particularly strong, and as our Linseed 
is of a distinctly superior variety. We would be able to 
take a helpful step in this direction if we were to control 
the present erratic and speculative behaviour of the prices 
of our Linseed. 

j(d) India is the largest producer of Groundnuts, and 
also provides a substantial part of the Export Trade. But 
of late, countries like Nijgeria, Gambifl, Senegal and Nether* 
lands. East Indies are coming into the .field. In fact, the 
proportion of the exports by Nigeria and Senegal has been 
increasing at a itipiH rate, as a coiisequqrtbe of which India 
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lias already lost her Imi)orts’ place in France, and 1$ ap- 
parently, losing it in the U. K., and other countriee. Since 
France is closely connected wth Sei^egal, and U. K., with 
Nigeria, it would be difficult to surmount thi% position. 
India in this case also must look to other countries on the 
continent. • 

(e) The real difficulty, however, in the matter of 

Groimdnuts and other Oilseeds is of a different nature. A 

• • 

greater part of these products are being used in Ike manu- 
facture xti Soap, Margarine and Compound Lard. Since 
1932, however, the proportion of vegetable oil, is being 
increasingly replaced by Whale and other marine oils, except 
in the manufacture of soap. It is difficult to* say how long 
this tendency will continue, but it is clear that the more 
dominating problem in the case of oilseeds, is one of narrow- 
ing of the markets rather than of distribution. We suggest 
that we should try to face this by undertaking Industrial 
Research to find out whether we cannot successfully figh^ out 
the marine oils from the field which they are now encroaching 
upon. ( Vide Appendix II A, Para 11 ). 

26. Raw Hides : India is one of the largest exporters 

of Raw Hides and Skins and the trade is faifly well distri- 
buted also. In Raw Hides, Germany used to be our best 
ciistomer, and even now is a large importer of Raw Hides 
from other countries. The recent trend ‘of our trade seems 
to be towards a larger concentration in the U. K., but as the* 
trade in U. K. itself is of an entrepot nature, there- is per- 
haps no substantial difference in the ultimate distribution of 
our products. In Raw Skins, on the other hand, the U. S. A., 
have been our largest importers. Our Trade in Raw Hides 
has been mostly of the ‘ light type ’ and in Skins of ‘ Sheep 
Skins ’. In both cases, we have a practical monopoly gf the 
trade of the U. K. (Vide Appendix II A, para 12). • • * 

27. Tobacco : In the matter* of Tobacco, we stand 
next only to the U. S. A. in bur production. But as we are 
also a largd consumer, only a comparatively small quantity 
comes out on the export market, and is less !han the quantity 
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exported by the U. S. A. Our Tobacco is not suitable for* 
the Aianufacture of Cigarette, and as sudi we havb 'only a 
small market available to us which is concentrated in the 
U. K. Recent experience hast *however, shown that it is not 
impossible* for ps to grow Virginian Tobacco* which can be 
used for Giga^tte making. We should, therefore, increas- 
ingl}& concentrate on the production of such a Tobacco, and 
thus secure markets which are closed to us. We* should also • 
try to popularise the use of Indian Cigars and develop a 
market in them. ( Vide Appendix II A, para 13 ). • 

28. Accordingly, we would answer the two questions that 
we formulated in the beginning of the section as follows ■ 

1. We can possibly improve the distribution of 
Raw Cotton, Linseed and Hides and Skins among the different 
markets. In the case of other commodities such an improve- 
ment is not possible either because we are monopolizing 
the entire available markets or because the markets are 
governed by factors other than purely commercial. 

• 2. Except in the case of Raw Cotton and Linseed 

it would not be possible for us to increase our total exports. 
(Vide Appendix II A, para 14). 


. 29. We would, however, mention that even if 'we are 
able to expand our markets in certain commodities, such a 
gain will be merely a temporary one. We feel that it should 
"be realised that if we have been losing our markets it has been 
partly due to commercial policies followed by different 
nations and partly to the fact that new competitors in the 
form of colonies and alternative commodities are coming 
intp ffie field. For some period, it was thought that these 
were only temporary factors, but we* feel that it would be 
advisable to take them* as tha normal ^features of Inter; 
national Trade. Even if the prevalent ideas of. self-suffi- 
ciency in economic matters were to* weaken at a later date. 
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t)ther ideas with effect in the same direction may take their 
place. ^ We have, for instance, to take account of the^fact that 
there is a universal desire to have a more controlled economy 
with a view to minimise fluctuations both in real and money 
incomes. This must necessarily continue and in most cases 
even increase the existing control of the foreigp trade, and to 
that extent stand in the way of the expansion of our trade. 
Recent conceptions of the functions and the powers of the 
state also indicate a tendency in the same di recti op.* ( Vide 
Appendix II A, para 15 ). 

30. Similarly in the case ot colonies it may be taken 
that the process of their exploitation will be more intense. 
In appraising this, account should be taken of the fact that 
for one reason or another, the administration of these 
colonies is more convenient for such an exploitation. This 
apprehension will be clear from the examination of thfc 
positions occupied by different countries in the U. K. market 
in respect of Tea, Coffee, Oilseeds, and other agricultural 
products. We do not think that this competition ha^ yet 
reached a stage when an old established country like India, 
should be nervous of its position. But considering the fact 
that most of the colonies have more or less virgin soils, increas- 
ing competition should be taken as a normal feature of the 
ccTurse of future development. ( Vide Appendix II A, para 16). 

31. We would, therefore, conclude this survey of the 
quantitative aspect of our trade by stating that the trend of, 
events is such that it would be difficult to increase ou? export 
trade to any substantial degree and that continued efforts 
will be required to maintain its present size in all the various " 
commodities. Improvement in the geographical distribution 
of our trade will on the whole be helpful to us, only for the 
latter purpose. ( Vide Appendix II A, para 17 ). 


W 


32. It will be,easier to understand what we have styled 
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the more permanent aspect of our trrde, if we- understand* 
the nature of ezp(firts themselves. .• * 

33. * The export of commodities is supposed to come 
into being on account off several* reasons. In the first place 
we might he so favourably placed in the production of some, 
commodities that it would pay us to export them in com- 

* petitipn with other coimtries. In the second, we might have 
contracted international debts in a previous period and our 
presiMit exports* may be the only way to pay them off. In 
the third, our existing imports may be so essential to, us that 
we have to continue to export some goods to secure them. 
Generally the actual stream of the exports is supposed to be 
caused by all the three causes and emphasis is placed on one 
or the other of these causes only as a predominant cause for 
the particular period under examination. (Vide Appendix 
II, A, para 27 ) 

34. A moment's consideration, however, will show 
that the above way of looking at the export trade is more an 
abstiuction created for the purpose of looking at the problem 
as a whole. It is obvious that except in the case of a 
country like the U. S. S. R. the country as a whole, ndther 
imports nor exports in the above manner nor is it conscious 
of any balancing of account. There is no simple account 
through which all transactions are passed as the above version 
would make us believe. On the contrary the producer of the 
goods which ultimately become exports is not even aware of 
fheir final destination, nor is he concerned with the previous 
debts or the essentiality or the non-essoitiality of current* 
imports. Not only this, while what is imported is consumed 
in the country, the importer is a different person altogether 
and except in rare cases the considerations which guide the 
exporter are the same as in the case of the importer. ( Vide 
App^ix II A, para 28) 

35. Consequently ^t would be peshaps more correct to 
say that if exports come fiito bqing th^ do not do so con-, 
sciously for any of the reasons mention^ abov^ and are 
more an extensioiv of the market for the commodity inside 
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'the country. This could perhaps .be explained as follows. 
The market for a commodity, even insidi the countfy, of 
origin is not single and uniform; it is rather divided into 
different zones with different sets j9i costs due to various 
.reasons. A commodity may, therefore, be able to penetrate 
into' one zone and fail to do so in the case of another. An 
export market is merely one additional zone with th^ only * 
difference that the initial calculation of *costs is distorted 
cm account of a difference in the currency and a differoiee of 
course just as they will move from one corner tb another 
inside the ooimtry itself. ( Vide Appendix II A, para 29 ). 

36. When once this position is accepted it would seem 
to follow that : , . 

1. Whatever the defects or otherwise of economies of 

production in the home market would be represented in the 
export as well. , 

2. The import position may be such that it may un- 
duly depress the Export market. 

The first would straightaway dispose of the common 
assumption that whatever is exported is necessarily paying 
and explain the distinction that we have been trying to draw 
between gcKxls which are ‘exported' and goods which are 
‘exportable’. If the Export market is an extension of the 
Idome market, then there would be a number of exported 
commodities which would not be paying even in Home pro- 
duction, and which are produced simply because* there are no 
other means of livelihood. It is clear that an indiscriminate 
encouragement of each and every export will not He to our 
advantage in such conditions. This should put us on guard 
against the common craving for larger exports as so methi ng 
necessarily worth striving. More than all, however, it would 
follow that previous to the adoption of any specific policy 
for the exports, it would be, incumbent on us to investigate 
the exact position of the commodity, in our internal economy 
and to adjust the ^port poljcy only in relation to the con- 
clusion djerived from such an investigation. ( Vide Appendix 
JI A, parasSOan^Sl). . * 



•79 


• frade 

•37. Thf seoDiid raises the same question from.another* 
angle. '!Kie mere fact of some parties having contracted 
debts* or some parties ^mportijig large quantities of goods 
may unduly cheapen our export to another country and 
create or perpethate a disharmony within our internal eco-' 
• nomy. This effect is of course generally admitted but its 
implications are not always realised. In a country like ours 
whiqh b getting industrialised, the import of machineries and 
other stores will necessarily create a huge transfer of funds 
from the importing section to a foreign country. * Such a 
transfer while perfectly in harmony with the cost concep- 
tions of the industrialists who import these machines, may 
impose a disproportionate burden on the agriculturists. 

( Vide Appendix II A, para 32 ). 


VII 

38. This would perhaps be easily understood, if we 
were to draw upon the experience of European countries 
under the problems of ‘ transfer ’ due to war debts. There 
the exchange had necessarily to be depressed to accommodate 
the huge transfer of funds and that in turn depressed the 
value of a considerable range of goods and brought them 
within the sone of* export markets. In consequence the 
exports increased, but their size was more an indication of 
the jirivation the nation was undergoing rather than any 
Jncrease of wealth. Similarly, European countries also have 
an experience of a commercial policy being advantageous to 
one class and disadvantageous to another on account of the 
existence of classes with different means. For instance, dur- 
ii^ the latter part of the 19th century a commercial policy 
which enriched the industrialists and the working class, im- 
posed a great hardship a the agricultural population of al- 
most all the European countries.* This was'due to the fact that 
iipports of foodstuff^ from the new ^untties were bought at 
such cheap rates ^hat the Home agricultara could not stand 
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' the cQnjpedtion. It is not as if the particular policies fgllow- 
ed had no other considerations; attention is merely^drawn to 
to the foct that a disharmony^ could he created on account of 
the commercial policy and account should be tajten of that 
‘ among other things. (Vide Appendix 11 A, para 33). 

39. We feel that it would be worthwhile to undertake • 
an expert escamination of the economics of •our exports m the 
light of these observations. We do not intend to oemvey 
that all our meports will be found to be unremuncrative on 
these ednsiderations. In fact, making an allowance for the 
abnormal fall in prices, quite a few may be remunerative. 
But it would be a proper corrective to the opinion which 
believes that larger exports are not only necessary, but also 
good. We would go even further and state that if such an 
inquiry reveals that some of the Exports are really un> 
remunerative, we should be prepared to stop them. Only on 
this basis can a long period plan for the Exports be built up. 
A neglect of these considerations will give an undue in^port* 
ance to the ebb and flow of the quantitative aspect of the trade, 
and succeed in hiding the real issues. (Vide Appendix II A, 
paras 34 & 35). 

40. In stating this, we are aware that for some period 
to come we will require large export balances for the Home 
charges, and for the Imports of machinery, etc. for our 
progrvnmes of industrialisation. That would make it 
necessary for us even to force up our exports. Even in that 
'case, however, it will be better to have a clear conceptipn of 
the sacrifices we are making, and in which commodities wfi 
are doing so, so that when the need arises we can arrange to 
discontinue such exports. (Vide Appendix II A, paras 36 
and 37) 

41. We might also mention another thing, which is 
relevant to the whole of the above consideration* of *our 
exports. All along our observations are based cm current 
‘productions, current qualiti^ and current cost of our agri> 
piltural produc^n. ^ince condition^ are likely to pe 
changed all round on account of the adoption of p lanning , 
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the v^ole p<Miti<}n will have to be reviewed from time to* 
time. ( Vide Appendix II A. para 38 ). 


VIII 

*42. Ever since export and import duti^ came into 
existence, treaties for seeking concessions have been popular. 
In the last quarter of the 19th century they were a favourite 
method of securing markets in other countries. Tliis method 
was, however, successful mainly for the reason that in 
most cases the import or the export duties were revenue 
duties, and were frankly regarded as bargaining counters. 
They were reduced without much ado as soon as the bargain 
was struck, and their purpose fulfilled. Even in cases 

m 

where the duties were protective in nature, there was always 
a sufficient padding in them, which would be removed 
without any disadvantage to the industries protected. G>n* 
sequently, the treaties were simple in operation, and their 
benefit was common to all the contracting countries. The 
most common form of the treaty was one providing the Most 
Favoured Natfon Clause. 

43. The ideas underlying the recent tariff policy are, 
however, different. These duties are essential props in tiie 
internal economy ^of the country, either for monetary 
•stabilisation or preserving the Home market, lliey are 
alsq intimately connected with, and in most cases, results 
^of the problems of transfers, and exchange control. Th^ 
cannot be renounced light-heartedly, or freely as the old 
revenue duties. Consequently again, the treaties are more 
elaborate and more .guarded in thdr wordings. In many 
cases^ they are so hedged round with other measures, that 
tfiby are mere pious expressions of goodwill towards the 
contracting party. Thb.result is that ''today no trade treaty 
is really sound, unless it compels the ccntracting party to 
Qurdiase a definite quantity of goods or tO' reserve a sufficient 
block of exdmn^e, so that goods in fact mil be bou^t 
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* 44 . We have given only a bare outline pf the present 

situation as the details could be easily available.* But this 
should be sufficient to convey how* extremely difficult it is 
becoming to secure any advantage by Trade Agreements, 
’unless we ourselves are prepared to bestow an equally real 
advantage to the other party. The examination of our own • 
case will show that this is not always possible — particularly 
if one wishes to please several parties. • ^ , 

45. We have shown above that in quite a»few com- 
modities we command the entire market which we possibly 
could. In the case of others, if, properly analysed, their 
problenis are such that they could be more properly tackled 
through industrial or commercial research. If this be so. 
trade agreements, as instruments of securing larger markets, 
will not be very helpful to us and at best could only rasure 
the position which we have secured in the various markets. 
Besides this, as we have referred to above, and as we found 
in quite a few cases under the Ottawra Agreements, in ^tual 
working there are a number of devices, both customs and 
fiscal, which render the concessions purely nominal. We^ 
refer, for instance, to the cases of preferences on Linseed, 
Groundnut, and Tobacco under the Ottawa Agreement. In 
our case specially, it is particularly difficult to get a real 
concession, as we export commodities which are industrial 
raw materials, and no country would like either to increase 
the price of its raw materials or to get tied to one source 
of supply. The unwillingness of Lancashire to ‘coqiimit 
itself to the poorer grades of our cotton and to a morq^ 
extensive use of our cotton in general is an instance in 
point. Besides, we should also take into account the present 
distribution of our trade, which is mostly with the U» K., 
and also of the fact that among the other European couptries, 
France has a colonial empire, whose ties are closer, and that 
the policies followed Germany anif Italy would not permit 
any expansion of our trade Vith them, unless we give them 
^n^ real boncessiens. The fact is that we are so placed, that 
once we begin to thkik in terms of trade agreements, the force 
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of the conditions leads us to a Trade Agreement only with the' 
U. Ki, a position*which we must avoid if we want i;o force 
rapid industrialisation in the country. (Vide Appendix 
II A, paras 18 andT 19) • « 

46. This would be the picture if we thought in terms 
of the advantages we could secure for our exports. It becomes* 
* more^disappointing, if we look at the other side, namely the 
concessions whiclf we have to give in our imports. 

• 47« Our nmports consist mainly of manufactured 
goods, wlhch are, in a way easy of classification and different-* 
iation. But, for the advantage to be real to the other party, 
both the customs classification and the tariffs will have to be 
sufficiently ela^rate to exclude a third party from any of 
the benefits ; in fact, we would require three-decker tariff in 
most of the imported commodities. When we remember 
t(}e fact that we want to increase the range of protected 
industries, and when we also remember that we want to buy 
quite a few things cheaper for a rapid industrialisation of the 
country, it would be clear that the fields which we could 
reserve for manipulation above mentioned would be very 
small. Nor, indeed, will it suit us to link up one commodity 
with another through quotas, as we have done in the case of 
Japan. A series of linked quotas could act only as a dis- 
turbing influence on the trade, while what we are aiming at 
is a stabilisation of the whole of our economy. 

48. We woul^ come to a similar conclusion* if we 
looked at the problem, in another way. Normally, there is a 
greater 'competition for securing raw materials than foif 
•manufactured goods, with its healthy effect on the prices. 
When we, therefore, divert our trade to a paticular coimtry, 
by a treaty arrangement, we merely remove that compe- 
tition and instead of being able to secure a better price, 
ppssibly help to cheapen our supplies to that country. At 
the samb time it is comparatively easy to change over from 
one source of raw material to another, on account of the 
inherent homog^ieity. On the other hafid, the manufactur- 
ing country stan^ tp gain a distinct advantage in die country 
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. to which it is sending its goods. If it is able to secure 
duty-differentials, th^r are sufficiently wide to bestow an 
exclusive market in some goods and to help in bdilding up 
such a market in other goods/ This ts due* to the fact that 
,as manufactured goods are not homogenous, it i^ easier to 
build up a habit or to develop a taste foir certain goods. 
On account of the same factors again, as tlie arrang^ent 
works out, it is found that the value of trade which enjoys 
the ben^t of treaty arrangement, and the Tiuantum of the 
benefit enjoyed is always larger in the case of fhe manu- 
facturing country. ( Vide Appendix II A, para 20 ). 

49. This is what happened in the case of the Ottawa 
Agreement and this was their greatest disadvantage. The 
more or less exclusive markets that the U. K . got for its 
steel and cotton textiles, far outweighed any advantage that 
India could secure in the U. K. market. While concessions 
given by us helped it to entrench its position in our market, 
our position could never be equally strong in the U. K ., and 
the slightest price differmces disturbed it. It would 
accordingly appear that unless the contracting countries have 
reached an equal stage of development, securing of markets 
by commercial treaties, would always impose ^ larger burden 
on the less developed country. ( Vide Appendix II A, para 21. ) 

. 50. We may, therefore, conclude that if we adopt a po- 

licy of having commercial treaties, the underlying idea should 
be more for the removal of handicaps against our rommodities 
rather than for the purpose of securing any special advantages 
‘for them. It would also mean that we should not differentiate 
between the treatment given to one country and another, if“ 
we could help it. 


IX 

, 51. This is, of course«not to* say that no further posi- 

tive actiop be taken to ^courage our exports. Such action 
is clearly necessary, if we we want to stal^lise our position 
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in thf various coiintries. On account of the fact tha( 90 far, ' 
the initiative for developing our trade has come from the 
U. K., thediannels^through which it flows are also British. For 
instance, right from the port of report, the goods are hand* 
led by British Houses, shipped in British vessels, and insured* 
> and negotiated* through British Institutions. On the other 
side df the sea, of*course, there is no Indian representation at 
all. ^ We must, therefore, build up these channels, which will 
handle the goods at both the ends, and will thus have a 
greater stake in the commerce than the present 'foreign 
houses. Similarly, we should encourage the growth of other 
institutions. This development will be necessarily slow, but 
if we succeed in building it up, we will to that extent succeed 
in stabilising our export trade. (Vide Appendix II A, 
para 22 ). 

52. Similarly, we should gradually endeavour to change 
the character of our export trade. It should have been sufii* 
cien^y clear by now that our exports consist mainly of raw 
materials, while our imports consist of goods which are 
manufactured from these commodities. It would, therefore, 
be to our advantage to introduce a manufactured or semi* 
manufactured bias in our exports. Example may be given of 
our trade in leather where gradually we are passing from 
raw hides to semi-tanned and tanned hides. It would also 
not seem impossible*to develop an export of boots and shoes. 
Similar attempts may be made in other commodities. For 
instance; raw tobacco may be replaced by cigars and cigarettes; 
and raw cotton by cotton manufactures. For this purpose it 
would be necessary for us to create several links as men- 
tioned above, and also to introduce further reforms where 
necessary. It was for instance, realised that in spite of our 
huge disports of oilseeds we have not been able to develop an 
exifbrt of vegetable oils because we lack the necessary 
facilities of tankers botfk on the railways and the steamers. 
(Vide Appendix II A, para 23). * 

, 53. Simultaneously with this, we should also consider 

another proposition. The distribution of our trade shows 


9 
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• that it is mainly confined to the Europeai^ countries. ^In as 
mudi as Ve export raw materials for industriaf use|^> this will 
have to continue, but we can possijily introduce a manu" 
factured bias, if we investigate the possibility of the deve- 

• lopment of our trade with non-European countries which are 
situated near. It would not for instance, be impossible to , 
increase our trade with Iran, Arabia, Kenya, Strait Settle- 
ments, Ceylon and Java. While the stan<brd of living is 
admittedly low in these countries, the stage of their Economic 
development is also lower, and both these facts may be 
actually useful to us. Our manufactured goods will 
be comparatively interiorly finished in their earlier stages, 
than the better finished European goods, but at the same 
time, will not meet with a strong competition. It is not as 
if we will be able to develop a larger trade at oiice, but the 
point has to be stressed, as so far only the European codh- 
tries have bulked large |in every consideration of our 
commercial policy, even though we seem to have greater 
eventual advantage in these other countries. ( Vide App^dix 
II A, para 24). 


X 

« 

54. An analysis of our present imports between various 
comm(xlities will show that the chief place is held by cottop 
.and cotton piecegoods and that the next in importance are, 
oils, machinery and millwork, metals and ores, grain, in- 
stnunents and vehicles. These account for merely 50% of the 
trade, the rest being distributed over more than 50 other 
articles. The more remarkable thing, however, is the place 
occupied by different countries in the supply of these articles. 
In iron and steel, machinery, hardware, instruments, papers, 
chemicals, provisions; vehicles, and* cotton manufacture, the 
•first place is occupied by the ‘U. K. with almost half a share of 
the entirctrade, while the second place is occupied by Germany, 
in all the articles except the last two, wWe the rank goes to 
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the U»S. A. aud Japan, respsectively. In silk manufacture and * 
artificial «ilk, Japan occupies the dominant position with a 
trade of almost 70% t® her store. (Vide Appendix II B, 
para 3). • 

55. If we 'compare this position with one operating* 

> previous to 1914, we find that during these 25 years, consi* 
derable changes have occurred in the relative position of the 
various coimtries and commodities. Japan which used to 
have a have 2% trade with us, tos now increased it to 12% 
mainly due to the cheapness of her textiles and the enferget\cy 
of Artificial Silk. Similarly, the development of the Motor 
Car Industry has increased the share of the U. S. A. from 3 
to 7%. On the other hand, the development of the textile, 
the steel and the cement industries has decreased the share of 
the U. K. from 60% to 30%. This change in the composition 
of the trade has also brought almost a change in the 
relative positions of the Empire and non-Empire countries. 

( Vid^ Appendix II B, para 4). 

56. We trust that the difficulties that we hcd pointed 
out about Bilateral Agreements will now be better realised in 
the light of the above analysis. If our imports were more 
evenly distribufed among the various countries, it would not 
be impossible or costly to distinguish between one source 
of supply and the other. But with the present distribution, 
if we decide 4o give Concessions to countries like Germany, 
tiiey will also have to be given to the U. K; otherwise, the 
pric^ of « large part of our supplies will be increased with" 
Qut any corresponding advantage to us. Such a course, 
however, will be of no particular benefit to Germany, as it 
will not protect it against its main competitor, the U. K. 
Similarly, in the case of the U. S. A., and Japan, in the cases 
of those commodities in which they occupy second places, and 
stil! more so in cases where they occupy first places as 
suppliers. It would, thWefore, follow that so long as the 
present dominant position of the U. K. in bur market conti- 
nues, we cannot thinjc in terms of giving preferenw to any 
one country in Articular. These con^derations are. of 
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' course, straigthened by the fact that we wi^l, m future,^ have 
to impoit large supplies of machinery and other aijides for 
rapid industrialisation of the country. ( Vide Appendix II B» 
para 5). * , 

57. We may mention that this in effect was the line 

taken up by the non-offidal Advisers to the 4Govt. of India, , 
when they n^otiated in 1937-38 for the trade agreement with 
theU.K. ‘ . ^ ^ 

58. As already mentioned above, the compontion of 
our import trade has been gradually changing. Articles 
like cotton manufactures, iron and steel, cement, sugar, silk, 
toilet requisites, boots and shoes, matches, s(^p, umbrellas, 
and bangles have decreased in their impdrts. But raw 
cotton, artificial silk, bobbins, vehicles, paper, dyes, chemi- 
cals, oils and rubber have been increasing. This change 
rather rdlects the change which has beoi coming over 
the country. With the growth of the textile industry, and 
its increasing attention to finer and better type of goods, 
there has been a larger import of raw cotton, chemicals, 
dyes and artificial silk. Similarly, the developmmt of iron, 
steel, cem^t, sugar, paper and soap industries has afiected 
the imports in the respective commodities, und now only 
fabricated iron and steel, special types of cement, and 
costlier types of toilet requisites are coming in. This deve- 
lopment again has meant an increase* in the* imports of 
machinery, belting, and some of the oils. The . growth o| 
machine shops all over the country could similarly explain 
the increase in the imports of various instruments and 
equipments, while the increase in the imports of rubber, raw 
and manufactured, and motor vehicles requires no explana- 
tion. It could, therefore, be safely stated that the present 
constituents of our import trade indicate a shift from^ goods 
which used to be final and meant for the consumer^lto 
primary or intermediate goods, wh^fii could be worked upon 
an the country. ( Vide Appeftdix II B, para 8 ). 

59. *If our imports were analysed from the above point 
of view, it will*be found that half the finports are final 
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products and are^meant for the fixed equipm»it of the 
industry. , The rest consists of intermediate products whidi 
serve either as raw materials or stores for the various 
industries jn the country. In 'the consumers articles, the 
bulk is accounted for by various types of textile goods, 
• cotton, woollen, and silk and hous^old products like fuels, 
medicines, provisions, liquors, hardware, glassware and cars. 
The intermediate products consist of metals and ores, paints 
and ^rnishes, cotton, silk and yarn, dyes, chemicals, packing 
and printing paper, paper making and leather making mate* 
rials, cables, oil seeds, tea chests and fuel. As already mention- 
ed, the imports of machinery are to the extent of about 15 
crores. (Vide Appendix II B, para 9 ) 

60. We suggest the appointment of a special committee 
whose duty it would be to examine these articles and classify 
tfiem according to as they are near or far away from final 
consumption. In the meanwhile, howevar, we suggest that 
imports of goods which are meant for final consumption 
should be restricted as far as possible. We would, for 
instance, cite the cases of provisions, glassware, liquors, 
toilet requisites, etc. where a restriction will not impose a 
great privation on the public. On the other hand, articles 
like kerosene, spices which are consumed by the general 
masses and which form the necessity of life will have to be 
continued. « Similarly, in the case of intermediate goods, 
^ese goods must be replaced, wherever possible, by goods 
made im the country even though they be inferior in finish 
and lasting qualities. Even in the case of machinery which 
would normally be considered indisp^sable in the presort 
circumstances of the country, we feel that quite a small 
part would be consisting of spares which could be made 
inside^ the country. ( Vide Appendix 11 B, paras 10 and 11 ). 

** 61« Ini making the above suggestion regarding a 
restriction of the impdrts, we have been to a certain extent 
influenced by what we have seated above in respect of the 
future of our export policy. Exports will operate as the 
primary limit to the size of our imports, and since it appears 
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* to us that we may have to limit the size of 9 ur exports, ^ill we 
have been able to modify our economy to offer moi^ suitable 
ones, we are naturally inclined towards a restriction of the 
imports. But as already stated, we cannot permit^ this to be 
*the overriding consideration. We have, however, another 
consideration also in making the above «uggestion for 
restricting Ae imports. The country wilV have to mhke a 
stupendous effort to increase the present Rational income, 
and such an effort will necessarily involve a considerably 
large outlay in capital equipment. This could be built up 

t 

only, if a part of the current consumption is saved and the 
rest spent in accordance with the plan of development. To 
the extent that our current income is sprat on'imports, which 
are non-essential, it serves neither of the above ends and 
should be diverted to other fields. (Vide Appendix II B, 
paras 12 and 13 ). 

62. We are aware that any indiscriminate application 

of the suggestion we have made, would impose a great^deal 
of hardship both on the consumer, and the industries. It 
was to avoid this that we stated that the actual selection of 
the commodities should be left to a committee of experts. 
( Vide Appendix II B, para 14 ). ^ 

63. It is obvious that a scheme of restriction will trad 
to foster the growth of industries inside the country. The 
extent to which that growth should be permitted within the 
scope of our present policy of protection, the sequence’ of 
importance in which the various industries should • be jier- 
mitted to grow, and other matters connected with such a 
development, are outside our scope. But we may mention 
two points which follow from the general line of inquiry we 
have pursued. In the first place, some sort of discrimination 
in permitting various industries to grow up will have, to be 
continued, as otherwise, it would mean a waste of ou 9 Curi%nt 
resources. Secondly, In the initial sjfhges, we will have to be 
oonservative r^arding the relative position of the industry 
and agriculture. Since the industrial section is always more 
vocal, there is a danger that the growth df new industries 
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may utilised to^increase the disparity, which already exists * 
between ijie industrial and agricultural prices and Incomes. 
It will be perhaps .more^ necessary to guard against this, as 
any diang^ in our present scSeme of exports is likely to 
depress the agsicultural prices. (Vide Appendix II B,* 
para 15). • 

As we. have already mentioned, we have asked 
Prof. Anjaria to, prepare a note on the balance of payment, 
which we.attach herewith. ( Vide Appendix III A ). Regard* 
ing its main constituents, the export and import trade, we 
have already mentioned our observations in the previous 
paragraphs. It would be clear from them that while we 
envisage the possibility of a reduction in our export, we also 
recommend a restriction of our imports. We feel that as 
things are, it would be definitely easier to arrange for an 
immediate restriction of the imports. On the other hand, 
the decrease in exports will be more gradual, and if the plan 
progresses properly, there might be even no decrease at all. 
We^o not, therefore, feel that what we have recommended 
above will in any way adversely affect the merchandise 
balance of trade for some period to come. If this be so, then 
our existing obligations in respect of foreign payment would 
be sufficiently provided. 

65. We have, however, also to consider the question df 

the import 9 nd export of precious metals. If we begin to 

import precious metals at the rate at which we useci to do, 

we will certainly need a larger surplus of the export trade.. 

But if we feel that the non-essential imports of merchandise 
■ « 

should be restricted so as to enable us to save our current 
income for other purposes, much less can we subscribe to 
an import of Gold or Silver for private purposes. In 
stating this we are aware that in our country, gold and 
sifver constitute reserves, which are useful for a rainy day. 
But we are afraid, if ^e want to pufSue a policy of rapid 
industrialisation, we cannot pcarmit our savings to take » 
form in which they lie idle, and Which .would not come 
under the contrdl of the planning authority. For the 
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* same reason we are even prepared to accoipmodate oui^lves 
to a renlulation of our exports and imports of^gold and 
silver by a suitably constituted euthopty. • 

66. We do not, therefore, anticipate an)( difficulty 
'regarding meeting our home charges and other obligations. 

Even r^arding imports of machinery which are likely to be 
heavy in the future, we are not convinced that it will*cause 
a great strain on our balance of payaments. .As pointed out 
above, our plans for industrialisation for the immraiate 
fi^re will be in the direction of replacing those consumption 
goods and intermediate articles, which are being imported 
at present. Since the value of these articles does not exceed 
about Rs. 100 crores, our rough experience shows that 
the total investment required for building up industries to 
supply these articles could not be more than an equal 
amount. G>nsequently, Rs. 80 crores, would be the ap- 
proximate value of machinery which we are likely to require 
and which we are likely to import from other countries. 
Even if this industrialisation were to be spread over five 
years, the strain on the balance of payments would not be 
something which we could not meet. 

67. Even then as our plans for industrialisation take 
more mature shape it may happen that the balance of trade 
ihay become unfavourable to us. Should that contingency 
occur, we would recommend the consideration oi the adoption 
of a separate currency standard for our home purposes, 

.we would like that the internal economy of the country is 
left completely undisturbed. 


XI 

68. In the preceding we have surveyed the entire tfade 
of the country, against a background of what we would con- 
*8ider as the essential and ultimate purpose of all trade namely 
M increase in the>real ificome of the pmple. So far as the 
short period is concerned, we have dealt with the quantity. 
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direction and difficulties of the internal and external trade. * 
So far as /he fong period is concerned, we have tried to indi- 
cate the directions in wj^ich our trade should tend in future. 
But the suilpect with which we Itave dealt is essentially fluid, 
and it has not been possible to keep these two aspects separate* 

, from eadi other. Besides this, our chief difficulty has been 
that we have no precise idea of the form and the intent our 
economic orgapjsation is going to assume in future. In the 
absence of this, it has been difficult for us to visualize the 
types of surpluses which are likely to emerge, the persons ^to 
whom and parts of the country where they are likely to come, 
and the actual goods in which they will find expression. 
Since these are* the subject matters of trade, and since we 
have not been able to forsee them, it is possible that our 
views might have been coloured more by the existing state of 
tilings than the future possibilities. In that case, what we ■ 
have stated above, would hold good at least during the 
transitional period. 




SUMMARY OF RECOMMENDATIONS 
OF THE SUB-COMMITTEE ON TRADE 


We summarise our conclusions and recommendations 
fdtlows : — 

1. The main purpose of the development of our trade 
should be to bring about an increase in tiie real 
income of our people, so that th^ are able to enjoy 
a higher standard of living. This involves the 
development of a well-balanced economy for the 
country. . 

. 2. Accordingly, any consideration of our tradd must 
relate itself on the one hand to the problems of 
* needs, actual and potential, and on the other, to the 
problems of the existing economic relationships. 

3. The internal trade of our country is in the neighbour- 
hood of Rs. 7,000 CTores, and is consequently much 
larger than the External Trade, which is in the 
. ' neighbourhood of Rs. 350 crores. As such it de- 
serves the greatest coi^ideration from any planning 
authority. Besides thi$b the Intei^ial Trade is also . 
more amenable to control than the. External and is 
likely to grow in importance as any plans for the* 
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reorganisation of the country mature. 

4. ' On account of the natural configifration <5f the 
country* we have excellent distjribution of agri' 
cultural* mineral and other resources over the 
various parts of the country. Th^t gives us a great 
scope not only for a large Inter-Pjovincial Trade. ^ 
but also for development of various plans •on a 
regional basis. 

5. On account of the same* the various parts of the 
. country are highly inter-dependent on each other 

for their raw materials and food stuffs. .Therefore, 
in any plan of the economic re-organisation of the 
country* we must think in terms of* the country^ as 
one economic unit. 

6. Since various administrative authorities, including 
Provincial Governments* will not have sufficient 
knowledge or data to realise the vast repercussions 
of any local policies, fiscal or l^slative* it is 
necessary that we must have an Inter-Pro>ffiiCial 
body to watch and co-ordinate the economic pro- 
grannnes of various provincial or local units. 

7. The existing machinery for the distribution of our 
trade does not seem to be large or costly for the 
type of work it is expected to do. The’ faults from 
which it suffers are more due «to the ^shortcomings 
of our economic system in general. 

8. For a better distribution of our ' produGjtion, the 
goods should be graded and standardised. There- 
forcf wherever possible Committees of Expels 
bdonging to particular trade should be immediately 
appointed to grade and standardise the products in 
their own trades. Warehousing facilities should be 
prcfvided by provincial and local authoriti^.* . * 

9. It is neith^neeessaiy noreopportune to’ nationalise 
the distobativeeentdoesal; 'this stage* The present 

« organisation would ^bd- renid^red*'harmle88~ automati- 
cally aa {he plan;develops in different directions. 
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10. An immediate attempt should be m^e to collect* 

* and 'collate the statistics relating; to tht^ Internal 

^radk 

11. It is possible tor us t<y iiaprove the distribution of 
tCte Ex^rt of Raw Cotton, Linseed, Hides and 
Skins/unong the different markets. But so far as 
the other commodities of our exports are concerned, 
sudf ah improv^nefnt is' not pc^ihle* in some 
caSes Uw nulrkets are governed by factors other 
than puTOly commercial and in others we are 
practkhliy monopolising the existing nrarkets. 

12. Looking to the present comniodities of' our export, 
it' is not possible to increase the total exports of any 
commodities except Raw Cotton and Linseed. 

13. Due to the fact that other countries are thinking in 
terms of National Self-Sufficiency or stabilisation 
of their internal economy and also due to the fact 
that colonies are likely to be more intensely exploi- 
ted in future, we are inclined to believe tlmt the 
scope for the development of our export trade in 
the existing commodities is likely to be narrowed 
down. 

14. The question of Conunercial Tr^ties must be looked 
at from the point of view of the benefits which we 
are likely to get, as against the concessions which 
we may be called upon to give to others. Consi- 
dering these and also considering the present 
distribution of our Export Trade, we feel that 
Comnwrcial Treaties will have no positive value in 
increasing our trade. On the whole, we feel that 
we should make use of Commercial Treaties for the 
removal of any handicaps which' might have been 
plaioed'on our exports in different markets rather 
than securing special ad-vanteigto' against similar 
goods from other countri^. 

15. We should imm^iately concentrate on building up 
the various services Him shlppMg,’ bMking, ware- 
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* hoping of our esxportSt etc. which are at present 
handled by foreign houses. 

16. We should make an earnest endeavour to Vniild up 
our trade with countries lik^ Persia, Arabia, Egypt, . 
East Africa and others which are far dearer our 
coast. 

17. We feel that our existing export trade is ippre a 
matter of historical circumstances rather than pure 
economic advantages. Accordinglsf, we suggest a 
detailed investigation in the economics of production 
of various articles of export and see whether the 
articles that we export at present are in fact ex- 
portable consistrat with an all round well-being of 
our country. In case we find that the present con- 
stitumts of our export trade need a revision in the 
light of this investigation, we suggest that such » 
revision be undertaken. 

18. The present constituents of our Import Trade show 
that there is a shift from the import of articles 
which are meant for final consumption to inter- 
mediate goods which are meant for industrial pur- 
poses. This is due to the growth of i/idustries, like 
textiles, steel, paper, etc., during recent years. 
Consumer's goods which are still being imported 
are in many cases in the nature of luxuries. 

19.. A Committee of Experts should be appointed to .go 
over our present imports and to suggest restrictions' 
of those imports which are either in the nature of 
luxuries or which could be manufactured in the- 
country. 

20. In view of the fact that we are likely to require 
large savings for the purpose of a rapid industriali- 
sation, our current income should be spent only .on 
those articles .which will be j^elpful in this dfrection. 

21. We have a surplus balance of trade which is suffi- 

• • • 

cient to meet, our home charges and other 

• obligatiqps. While we anticipate that with a 
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restnctipn of imports this may be able to ^ bear the* 
^rain of larger imports of machinery, etc. for the 
purp08eK)f a fapid industrialisation of the country, 
we would suggest that if necessary, we should be 
prepared to change our views regarding the escport* 
and import of Precious Metals. 

22 . If there^s any contingency of an advert balance of 
trade in the interest of Internal Economy, the 
question of a separate monetary standard for ex- 
ternal purposes should be considered. 




APPENDIX I 


INTERNAL TRADE. 

CHAPTER I 


Importance and Estimate of Internal Trade. 

* That the internal trade of India is a matter of vital 
concern to her economic life and promises to be one of 
growing importance in the political and economic evolution 
of the country# has long come to be universally recognised by 
those who have had any occasion to give serious attention to 
the subject. It is needless, therefore, to dilate on this aspect 
of the question at the present stage beyond stressing certain 
fundamental facts which invest the subject with an import- 
ance an^ significance of its own. From the economic point 
of view the conditions in India are closely Malogous to those 
of the U. S. A., and in view of the excellent natural distribu- 
tion of agricultural, mineral and forest resources in this 
country and her population of teeming millions representing 
an expanding reservoir of potential .consuming capacity we 
fdal it* necessary to reiterate the proposition, aP least by way 
of explaining our attitude towards the question as a whole, 
that India is in a very happy position, in the matter of 
fostering the development of her internal trade on « planned 
and scientific basis. * 


11 
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2. Unfortunately, however, we have yet very imper* 

feet notions about the extent and value df this trade.* The 
official statistics available in this regard are, to say the least, 
extremely meaisre. Th^ are limited in scope not only in, 
.regard to the number of commodities for ;Hrhich figures are 
compiled or the regions between which the movements of ^ 
goods are recorded, but also in regard ,to the transport 
agencies by* which such goods are moved from place to 
place. The nature and extent of such statistics are^eScpldined 
in the Annexure to this chapter. The special difficulty which 
confronts us here in India as compared with other progres- 
sive countries of the world, arises from the fact that figures 
regarding Bank clearances do not provide with a depen- 
dable index of either the value or the magnitude of the 
internal trade of the country. The sphere of influence of 
the commercial banks is yet confined to important cities and 
towns and even there, to particular sections of businessmen, 
and only a portion of our internal trade comes within the 
purview of the operations of such banks. Nor cait* we 
regard our Railway Statistics as a more reliable baro<^ 
meter for the purpose. For one thing, the volume of 
goods carried by*our Riulways is a variable quantiun affected 
as much by the prevailing conditions of trade as the 
growing competition of road-motor services. And then we are 
absolutely in the dark as to the proportion which the railway 
borne ‘traffic bears to the total volume of our internal trade 
accounted for by all kinds of transport agencies ipcluding 
bullock carts and country boats. 

3. We feel, therefore, constrained to admit that in tKe 
circumstances stated in the foregoing paragraph the pre- 
paration of a comprehensive estimate of India's internal 
trade must rely, to some ^ent, on private trade reports and 
intelligent sufmises, corroborated, as far as possible,* by hi- 
direct checking in the iight of such statistics as we do possess. 
.Despite the imperfections which siich a procedure would 
necessarily involye, we< consider the task of preparing sudi 
kn estimate to be^ justified in order £ft least to raise the 
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matter definitely ^above the level of pure conjecture. For 
this purj^pse. we anist make the most of such statistics as 
are available. • ^ 

• 4. Qur attrition has in this connection been drawn to 

the estimate attempted some years ago Prof. K. T. Shah* 

. and set forth in detail in his treatise entitled *Trade» Tariffs 
and Transport in hidia(1923)\ The method followed 
him is essentially based on statistics of ' production, deter- 
mimutiod jot the quantity actually put up to sale, addition to 
the value thereof of the amount of revenues paid to Govepi- 
moit and then assumption of twice the total value thus 
obtained as the worth of our internal trade.* On this basis 
Prof. Shah esi)mates India’s internal trade in 1921-22 at 
Rs. 2,500 crores. 

* * The gist of the calculation for the year 1921 ■ 22 is set 

forth by Prof. Shah himself as follows : 

“ The total agricultural produce is thus valued at 806 
crores in 1913-14 and 1368 crores in 1921-22, Add to this 100 
crores of gross produce in industry and mining in 1921-22; and 
we get a total gross income or production of the people of India in 
1913-14 at 850 trores in round figures, and 1470 crores also hi 
round figures, for 1921-22. If we regard prices in 1921' 22 to 
be 50 percent, above 1913-14 level, the real value of the pro- 
duction in In^ia cannot be taken at more than 1000 ^crores 
per annum at the present time. Even at the inflated figure we 
get an inoome per head of Rs. 461- per annum in the whole of the' 
Indian Empire. We are, indeed, fully aware of die rudimentary 
ciutracter of dds estimate, which is the roughest we could make. 
But it would not be very far from the most accurate figure, cal- 
culated under the most rigid method of computing national wealth 
It is out of this figure that the 250 crores of Government tevenues 
and^SOO crores of imports of foreign goods are paul for— leaving 
only 920 crores {from 1921-22 figure) foi^ aU the human needs, 
on the lowest scale of die Indiatt peoples. •The internal trade* 
would thus consist of this remainder* of roughly a* thousand^ 
crores ; aitd arnnting tfiat amount once as im^brts and once as 
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5. While the above is about the only comprehensive 
estimate* that still holds the field, it is ob'nous that it *needs 
to be revised and brought up-to-date talyng due account of 
the changes whidi have taken place during tljjs last two 

'decades. Particular attention may, in th^ connection, be 
drawn to the fact that since the above estimate was prepared ^ 
Prof. K. T. Shah, the industrial deyelopment of the 
country has proceeded by rapid strides and that one im- 
portant effect of accelerated pace of industriali^iofi has 
b^n to give a special impetus to the internal trade of the 
country. Hie establishment of an industry means at least 
a two-fold movement of goods, onee of the raw materials 
from their respective sources of supply to the* manufacturing 
centres and again from the factories to the consuming 
markets spread all over the country. The acreage under 
agricultural crops, particularly linseed, tobacco, groundnuts 
and sugarcane has also increased appreciably since 1919 20, 
and during the same period the new construction and 
expansion of motorable roads has widened the faciliti^ for 
exchange of goods between different parts of the country. 
The natural presumption, therefore, is that during the last 
two decades the volume of the internal trade of India has 
exceeded the estimate of Prof. Shah for 1920-^21, the exact 
Increase in value being of course, a matter involving the 
further consideration of changes in the price level. Evm 
for 1^>20-21 Prof. Shah’s figure was admittedly an under- 
estimate as it was based on the assumption of onjy a two- 
fold transfer of all marketable goods produced withfii the 
country, and also as it entirely left out of account the vdry 
substantial proportion of our internal trade accounted for 
by imported goods. 

6. As for the magnitude of India’s internal trade as 

exports — as is done by the official sysHm of computing the Inland 

• Trade— we get a total inland trade of 2000 crores per annum. If 
we further add the figure of the public revenues, we might quite 

* possibly get a figure of 2,500 crores ( Vide ara 121 ). 
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^ ^ I p 

is stands to-day, we have recaved a note from one of us . 
• Mr.* J. N. Sen Gdpta - as to the value of the internal trade 
of Britisli India, exclnsive of Burma and Indian States. This 
>is set for& as an andexure to this chapter. Themethedof 
computation foll^owed in this note is based on the marketable, 
surplus of vaiiyus groups of articles produced within the 
country multipli^ by varying frequencies of exchange as 
suggested by the nature of the commodities and 'the addition 
to the value thus obtained of the value of the internal trade 
accounted for by imported fordgn goods according to the 
same principle of frequency of transfer applied to th6m. 
Mr. Sen Gupta’s estimate is based upon a study of the very 
recent, if not* up-to-date, statistical position of our agri- 
cultural, forest and mineral production supplemented by an 
estimated value of the trade in livestock and animal products. 
We have no doubt that Mr. Sen Gupta’s Note deserves a 
careful study in the interest of further investigations into 
the subject in the light of developments in internal trade 
since 1920-21. 

7. We consider it desirable at this stage to say a 
word or two about the basis of Mr. Sen Gupta’s calcu- 
lations. His estimate has been worked out on the basis 
of the average annual values of production for the quin- 
quennium 1925-29. It is true that an estimate of our 
internal trade position based on the statistics of produc 
tion for this quinquennium cannot be accepted as an exact 
'picture of our internal trade today. There are a few 
majbr industries producing goods for mass consumption 
Such as sugar, iron and steel, and cement, whose devdop- 
ment has been very rapid during the years following the 
said quinquennium, and any up-to-date estimate of our 
internal trade must take some account of the augmented 
vq^uitie of indigenous production. The selection of this 
quinquennium can, however, be justifi^ in so far as it is, on 
the whole, free from the influence of slums and booms, and 
may with a fair degree of accuracy, Jbe talcen to represent the 
'Normal state* pf»our agricultured and *pianufacturing in- 
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diistries.* Another point to be noted is Sen Gupta 

has calculated the value of imports from* the Indian States 
into British India on the basis of the Rive^ and borne 
trade statistics which give only the wa^t of goods so moved* 
.and also the number of animals. The ^lues have been 
worked out on the basis of wholesale prices, in the case of , 
goods, and on certain average prices, in the case of 
animals. This operation involves considerable difficulties 
inherent in such calculations, and it is hardly necessaxy to 
emphasise the need for caution in accepting these figures as 
absolutely reliable. 

8. The estimate of Mr. Sen Gupta suggests a total value 
of about Rs. 6 thousand crores for the internal trade of 
British India alone. For the whole of India inclusive of tne 
States, this should according to the method of calculation 
adopted, be increased by at least one thousand crores of rupees}. 
This is, indeed, an impressive figure and whether we accept 
this or a lower figure, a mean between this estimate and that of 
Prof. K. T. Sheh, we have enough statistical evidence to ^low 
that our internal trade, even in its present state of imperfect 
development, is many times more important than our foreign 
trade, the value of which at different periods is shown in the 
following table ; 

( in lakhs of Rs. ) 


Pre- 

War 

Post- . 

War 

ave- 

War 

ave- 

rage 

ave- 1936-37 1937-38 1938-39 

rage 


rage * . 


Value of ImTOrts 
(including Trea- 
sure and Govern- 
ment stores.) 198,87 198,32 320,21 160.48 181,94 158,75 
Value of Exports 

( including Tree- , 

sure and Govern- . * 

ment stores.) 232,5.5 253,13 319,64 222,41 209,53 185,15 

Total Sea-borne 431,42 431,45 630, *85 389,89 391,47 343,90 
trade. 

a 


* See foot note on page 107 fOr this, 
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9. The importance of our internal trade is, indeed, ' 
throTK^ into bolder relief by a comparative assessment of our 
foreign trade vis-a,*vis some other vast countries with large 
agriculture interests, lil:e Canada and the U. S. A. A few 
years ago a compfirative study of this kind was made by Sir ‘ 
^ M. Visvesvaraya and the result of his investigations relating 
partioularly to th^ year 1929>30 ( i. e. the year inunediately 
preceding the depression ) and effectively revealing the posi- 
tion Vhdt^ India stands, is quoted here : 

“ Thirty years ago, India’s trade was over twice *that of 
Canada and over three times that of Japan ; now it is less 
than that of either of those countries. When the European 
nations were engaged in the world war, the U. S. A., Japan 
and Canada took the opportunity to develop their resources. 
During 1929-30 the total trade of Canada with less than 3 
percent of India’s population was 15 percent more that of than 
India; whereas in the pre-war year 1913-14 India’s total trade 
was 63 percent better than Canada’s. The per capita trade, 
durihg the same war period, increased in Canada from about 
Rs. 44 to 105 and in the U. S. A. from Rs. 132 to Rs. ;276, 
while that in India practically remained stationary at about 
Rs. 18/- ” (Vide Planned Economy for India— pages 135-36). 


* Cf. Dr. V. K. R. V. Rao*9 argument along these lines in' 
his ” Essay on India’s J^ational Income^’ where, he chooses this 
quinquennium for a calculation of India’s natifihai income. 



CHAPTER II* 


Special Factors Fortering India’s Internal Trade. 

The importance of the internal trade in India’s economy 
is by no means to be regarded as a mere historical accident. 
On the contrary it is to be attributed to certain favourable 
factors of a distinctive character and abiding significance 
which tend to show that our internal trade, important as it is 
today, is boimd to develop further in future. In the first 
place, the population of a sub-continent like India is itself a 
conducive factor of first rate importance in so far as the vast 
consuming capacity represented by it provides a tremendous 
• momentum to the exchange of goods as between, different 
parts of the country not only for commodities produced by 
herself but also for articles of foreign manufacture which 
can find their way into India only through a few natural 
inlets, about a dozen ports, comprising both big and small, 
and some frontier routes which are fewer still. Secondly, 
and this is what ensures a steady expansion of the volume of 
exchange of indigenous goods, there is an excellent geogra- 

ft 

•phical distribution of agricultural crops, forest products, 
mineral resources and allied industries, among different parts 
*of the country *widely separated {root one another: which 
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means that our internal trade must go on increasing as the 
above natural resources and the indigenous industries will be 
more intensively ^.develjiped. Thirdly, the progressive ex< 
*pansion of«the internal trade of 'the country is also assured 
by the fact that the peculiar triangular shape of India with a' 
forbidding mountainous base and surrounded by oceans on 
all other sides noi only restricts the scope and opportunities 
of trans-border jtrade but also constitutes a special advantage 
and inducemrat for developing the internal trade of the 
country. Nature has favoured India with many thoustmd 
miles of navigable coastal waters connecting the extreme 
west with the extreme* east and covering the entire south, 
and thus offem very good prosi)ects of cheap transport 
facilities, whidi mean so much to the movement of 
goods :as between different parts of a vast country of her 
lilagnitude. The implications of such favourable natural 
factors are examined at some length in the following 
paragraphs. 


Distribution Of Natural Resources And Industries: 

2. In regard to the natural resources of the country the 
position may be reviewed separately in connection with oilr 
agricultural $rops, forest wealth and mineral products, as the 
prticles belonging to these three categories account for a 
considerable proportion of our internal trade. The volume 
of such trade is, of course, materially increased by the pur- 
chase and sale of animals and animal products, but as indi- 
cated by us in another context, these do not present any 
characteristic features of regional distribution except perhaps 
for sh^ and goats and wool for which Rajputana and the 
adjoining territories in north-west India wodld appear to 
have special advantages*as a sheep aild goat rearing Zone. 
These would not, therefore, call for a .special analytical' 
investigation in scrutiny of the disti^bution of the natural 
resources of the country. 


12 
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(i) Agricultural Crops: 

< 

3. The distribution of agricultural crops* among 
different parts of India constitutes, indeed, a subject of great 
‘interest from the point of view of our internal trade. For 
purposes of ready reference an abstract from the Agricultural ^ 
Statistics of British India ( 1935-36 ) showing the acreage under 
differ^t crops and the distribution thereof among the major 
producing provinces is appended hereto ( Vide Anp^sniFe I ). 
In considering the bearing of this distribution on our internal 
trade, we may classify the crops under two categories as 
follows, according as they enter into consumption, wholly or 
partially, within the country, or are industrial raw materials 
to be consumed by indigenous industries or exported 
abroad. 


1. CONSUMPTION CROPS: 

I. (i) Foodgrains (rice, wheat, barley, jowar, bajra, 

ragi,) 

(ii) Oilseeds 

(a) Seasamiun 

(b) Rape and mustard 

(c) Groundnut 

(d) Cocoanut. 

(iii) Tea 

(iv) Coffee 

(v) Tobacco. 

II. Crops used as industrial raw material 

(i) Oilseeds 

(a) Linseed 
tb) Castor 

(ii) Fibres “ 

(a) Cotton 

* (b) Jute • 

(iii) Sughrcane. 
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4. The importance of the above crops as affecting our* 
internal tirade is reflected to some extent in the following 
table showing thejiercentage proportions of the exports of 
•certain pripcipal crops to total production* : — 

Crops. • Pre-War War Post-War 1936-37 1937 38* 

• average average average 


Rice 

9 

5 

5 

0.8 

0.9 

Wheat 

14 

9 

3 

2.4 

4.3 

Tea 

96 

89 

95 

77.4 

• 

77.8 

Cotton, raw 

56 

51 

61 

66.9 

44.3 

@Jute, raw 

51 

31 

48 

47.8 

48.7 

Linseed * 

73 

63 

59 

70.5 

49.7 

Rape & Mustard 

23 

8 

19 

4.3 

3.4 

Seasamum 

25 

8 

6 

4.2 

2.1 

Croimdnuts 

35 

12 

19 

17.3 

18.9 

5. The above 

table 

makes 

certain 

interesting 

reve- 


lations : first that the most important foodgrains of India viz., 
rice* and wheat are almost entirely consumed within the 
country, only a very small fraction being exported abroad; 
secondly, that tea and jute are mostly exported and com- 
paratively speaking do not occupy an important position in 
our internal trade ; thirdly, that of the oil-seeds, the production 
is very largely dependent on internal trade except in the caSe 
of linseed anjJ groundnuts for which also the internal trade 
js steadily gaining in importance; and lastly, that for cotton 
of v^hich about half the production is shipped abroad, the 
prospects of the export trade are liable to be adversely 
affected on account of certain possible developments abroad. 
In this connection a reference may also be made to the 
characteristic features of the other three important crops 
viz. sugarcane, coffee and tobacco, in their bearing on the 

. ^ w-s * 

^ 1 

* Vide Review of the Trade of India 1937-38 Page 237 . 

@ The rest of the jute cropfalso is experted abroad in the 
form of manufactured goods ; the donikstic consumptUbn of raw 
and manufactured Jute is estimated at about l(^o. 
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interna] trade of the country. The output of sugarcane is 
in its ehtirety consumed within the oohntry, but b^ng a 
perishable crop* its movement has to be^restrictW within 
a limited range of the growing ar^. It does ^ot* there^ 
fore* occupy a position of importance from the point of view 
of movement commensurate with the importance in the inter* 
nal trade of the country of the other two crops. While.in the 
case of tobaixo about the entire supply until recently was'con; 
sunned in India and largely moved from imj^rtant vireas of 
production, recent years have witnessed considerable exports 
of the same. Coffee promises to figure prominently in our 
future internal trade, the present proportion of our domestic 
consumption to be estimated at about one-third of the total 
production of the crop. 

6. Along with an estimation of our local needs and 
the support givm by the same to our internal trade, tlie 
regional distribution of the important crops indicating neces- 
sary movements over long distances has also to be noted. 
This is shown in Table I appended at the end of this chapter. 
It appears from that table that the peculiar regional distri- 
bution of the agricultural crops in India, even of those which 
are used mostly for local consumption, makes the relation 
of the different areas of the country inter se one of marked 
interdependence which is manifested through the mutual ex- 
change of their surplus production of^uch crops in large 
quantities. The volume of internal trade represented by 
such exchange of surplus crops may, of course, be affected to 
some extent, by the forward agricultural policy recently 
initiated by particular provincial governments and thrir 
efforts to grow new crops hitherto imported from outside, 
but there is no reason to apprehend that our internal trade 
would suffer any serious setback on this score. Even if the 
new experiments should prove successful the result *in^iy 
case are bound to be. very limited and we may confidently 
.hope that any 1<^ to our internal trade entailed thereby 
would be«more than compensated by the introduction of new 
items into such ir|de or the augmentation of the volume of 
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exchange in particular lines under focilities provided by im- 
provdl means of transport in future. 


(ii) Forest Products 

J. As in* the case of agricultural crops, our internal 
trade has been receiving, and is likely to rec^ve in future 
as well, •a valuable and continued support from a typical 
regional distribution of the forest wealth of the country 
among several distinct zones. Each of these zones ccnn* 
mands a marketing si>here of its own which has develop- 
ed almost by a process of natural selection. A scienti- 
fic description of these zones and their respective marketing 
spheres is contained in E. A. Smythies’ book “ India’s Forest 
Wealth” (1925 Edition — pages 23-25). India may conveni‘> 
ently be divided into eight economic zones, based chiefly on 
the markets or centres of consumption, as follows : — 


Market 

Province 

Forest types and regions 
(Troup’s classification) 

1. Punjab, 

Punjab, Kashmir, 

Western Himalaya 

Rajputana & 

N. W. F. P., and 

and Kashmir 

Frontier tracts. 

Baluchistan. 

Trans-Indus North- 
Western dry region. 

2. Upper • 

United Provinces 

Western Himalaya 

*Gangetic Plain 

Nepal 

(sub-montane) 

Oudh (Cangetic 

Plain ) Bundelkhand. 

3. Lower 

Assam 

Eastern Himalaya, 

Gangetic 

Bengal 

Sunderbans, 

Plain, Calcutta 


Assam, Chittagong 

and ekport 


& Arakan. 

4. Central India 

Central India States Central India. 

& Calcutta 

& Oris^, Central 
Provinces. 

• 


* Vide4iiS “Silviculture of Indian Trees ” 
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Market . 

Province 

Forest types and r^ions 
( Troup’s clasrification ). 

5. Bombay, the 
. Deccan and 
export. 

Bombay Presy., 
parts of Central 
India States, 
Baroda, Gujrat, 
and West Coast. 

West coast region. 
Central India. 

« 

6. Madras, 

South India 

r 

& export. 

Parts of Central 
India, Madras, 
Mysore, Coorg, 

& South Indian 
States. 

Deccan & Karnatak. 
Central India 
region East 

^ coast. 

€ 

7. Burma & 
export. 

Burma. 

Burma.. 

. . . . . . 

8. Calcutta & 
export. 

Andamans. 

Andamans. 


The distribution of India’s forest wealth as indicated 
above is thus a further factor making for extension of inter- 
nal trade. 


* (iii) Mineral Products 

m 

S. In regard to mineral products also a natural distri- 
bution of the most important deposits among just a few 
provinces is equally pronounced, and this must be regarded 
‘as a permanent contributory factor in the development and 
furtherance of the country’s internal trade. The provinces 
which figure prominently in connection with our mining and 
mineral products are specifically mentioned in the Annual 
Report of tHe Chief Inspector of Mines. The following 
abstract prepared from a statistical table appended to the 
Chief Inspector’s Report for the year 1938 clearly reveals 
the nature of the mter-dependence of different parts of the 
country in respeiSt of the mineral products. 
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Statistics of important Mineral and Mining Products. 
* * In British India * ' 


Products 

• Py>vince 

Output for 1938 


• 

tons 

I. Coal 

tAssam 

2,67,300 


Baluchistan 

14,388 


Bengal 

77,45,372 


, Bihar 

1,53,62,604 


Central Provinces 

16,58,626 


Orissa 

44,425 , 


Punjab 

1,84,028 * 

s 

• 

Total 2,52,76,743 

11. Iron Ore 

Bihar 

14,21,090 


Total for Br. India 

14,21,090 

III. Manganese 

Bihar 

24,469 

Ore 

Bombay 

61,598 


Central Provinces 

6,46,465 


Madras 

33,809 



Total 7,66,341 

IV. Chromite 

Baluchistan 

21,892 

Ore 

Bihar 

5,194 . 

t 

• 

Total 27,086 

V. Copper Ore 

Bihar 

2,88,076 

^ • 

Total for Br. India 

2,88,076 Cwts. 

vi. Mica 

Bihar 

84,235 


Madras 

22,916 


Rajputana 

1,684 

• • 


Total , 1,08,835 

• 

VII. Magnesite 

Madra^ 

23,052 



To^ 23,052 tons, 




* Se»f(Jbt note on page 117 for^lns. 
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PeoduetB 

Ptovinee Output fot 1 93S 

0 0 
tfUB 

VIII. Steatite 

Bihar * 

692 


C. P. 

’ 1,534 


Madras • 

32 


U. P. 

39 

< 

Total 

2,297 

IX. Slate 

Bihar 

8^ 

f 

9 

Punjab 

6,913 


Total 

1 

7,733 

X. Felspar 

Rajputana * 

605 


Total for Br. India : 

605 

XI. Limestone 

Bihar 

6,13,138 


C. P. 

5,34,254 


Madras 

1,72,430 


Punjab 

2,62,236 


Total 

15,82,058 

XII. Sandstone 

Bihar 

18,612 


Total for Br. India : 

18,612 

XIII. Fireclay 

Bengal 

9,884 


Bihar 

8,871 

t. 

C. P. 

27,652 


Total 

47,407 

XIV. China Clay Bihar 

'7,493 


C. P, 

250 


Delhi 

3,264 


Total 

11,007 

XV. Gypsum 

Madras 

9,356 

\/ 

Punjab 

13,886 


Total 

23,242 

XVI. Baujtite 

C.P. 

10,134 

i 

• To^l 

• 

10,134 
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9. ^he cheapest supply of particular varieties of agri> 
cultural raiv materials, mineral^ and forest products in their 
natural distinctive zones has had a consequential effect on the 
, geo^aphical distribution of India’s principal industries, as 
the following table will show : — 

Industry : , Principal Centres : 

Cotton Textile Bombay 

Woolen Goods Punjab & U. P. • 

Silk Bengal, Assam & Mysore 

Jute Goods • Bengal 


Salt 

Sugar 

Iron & Steel 

Cbffee 

Tea 

Chemicals 

Tanning 

Cemait 

Paper 


Bombay and Punjab 
U. P. & Bihar 
Bihar and Bengal 
Madras 

Bengal and Assam 
Bombay & Bengal 
Madras & U. P. 

Bihar, U. P. & Punjab 
Boigal 


10. Among the industries mentioned in the foregoing 
paragraph only tea and jute may be regarded as typical export 
industries, and tanning and coffee partly so. All the re^ 
produce goods mainly for domestic consumption and in view 
of the fact of their location in a few select areas, while the 
market la practically spread all over the country, a vast and 
ever growing internal trade sustained by a progressive rise 


* In regard to Petroleum the following statistical details are 
set forth in " India’s Mineral wealth ” by 7. C. Brown : 

Average annual production of Petroleum in India (inclu- 
* • sfvq of Burma) during 1929-32 - 307, 700, 745 (gals) 
Share of — • • 

Burma . 81.4%. 

^^ssam ... 15.5% • 

Pimj&b . . . 3.1%, • 
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' in the general standard of living is bound to follow as a 
natural consequence. 


Advantage* of Extensive Coastal (Waters: 

f 

11. The insular position of India and the advantages 
possessed by her for having extensive coastal waters have 
already been referred to. In a way both of these operate as 
potent tontributory factors in promoting internal trade of 
the country. The inter-dependence of different parts of 
India has, to a large extent, been forcbd on them by the fact 
that practically none of them has a fordgn country in close 
proximity rcting as a comparative source of supply in respect 
of materials available within the country. Things might 
have taken a different course if the country had a more ex- 
tensive frontier. In a country of long distances like India, 
the exchange of goods between the areas situated in extreme 
east, west, norlh and south is undoubtedly facilitated, to a 
considerable extent by her natural geographical configuration. 
In this respect India provides a striking contrast with the 
position of a country like Switzerland or Czechoslovakia in 
Europe. It is true that the frontier tWide now carried on by 
India with countries like Persia, Afghanistan, Central Asia, 
Turkqstan, Tibet, Nepal, Sikkim and Bhutan is worth a good 
few crores of rupees, but the imports from these countries 
consisting mainly of rice and other foodgrains and oilseeds 
do dot involve any serious competition with the indigenous 
source of supply. 

12. Apart from the n^ative advantage referred to in 
the foregoing paragraph, the extensive range of India’s 
coastal waters and their na^ngability are to be regarded as 
positive factors, which are particularly conducive to the deve- 
lopment of her internal trade. Exclusive of the noaritime 

* States, these coastal waters Connect so many as five provinces 
, of British India, <sucha!! Sind, Bombay, Madras, Orissa and 
Bengal, each serrated from the rest by hundreds of miles; 
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and these waters also form a natural outlet, for a certain pro- 
portion of commodities produced or manufactured *ih some 
of the adjoining Qrovinces, such as the Punjab Cotton and 
•wheat, thoi C. P. cotton and Bihar coal. As many of the 
commodities exc^nged between such provinces are bulky* 
. ones,* and as inland navigation is practically confined to parts 
of the eastern provinces alone, it is impossible to overesti- 
mate the value^ of the cofstal waters of India* as offering 
facilities* for cheap transport which is so essential to the 
development and sustenince of the internal trade of the 
country. 

TABLE J. (Ref. para 6 above) 

Crops : Important produc- Remarks : 

ing provinces in 
Brilish India. 

Food-gntins : 

Rice Assam, Bengal, Bihar, Bengal alone ac- 

C. P. & Berar, Madras, counts for about 
Orissa & U. P. 1/3 of the total 

acreage. 

Wheat Bihar, Bombay, C. P. & Punjab & U. P. to- 

Berar, N. W. F. P., gether account for 

Punjab, Sind & U. P. about 2/3 of the 

total acreage. 

Barley Bi^ar & U. P. Bihar & U. .P. to- 

gether account for 
about 2/3 of the 
total acreage. 

Jowar Bombay, C.P,& Berar, Bombay, C. P. & 

Madras and U. P, Madras account for 

more than 3/4 of 
the tqjtal acreage. 

Bajra Bombay, Madras, Pun^- Almost evenly dis- 

jab & U. P. tributed among the 

four proyinces. 

Italics protfinces are the most importatif. 
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Crops. 

Ragi or Mama 

Maize 

Gram.'' 

Important produc* 
ing provinces in 
British India. 

Bihar, Bombay, . 
Madras, Orissa and 

U. P, 

Bihar, Punjab & U. P, 

Bihar, C. P. & Berar, 
Punjab & U. P. 

Remaricsi 

Madras^ accounts' 
for about 5% qf the 
tot^ acreage. 

U. P. accounts for 
about half of, the 
total acreaige. 
Punjab & U. P. ac- 
count for more 
than 2/3 of the 
total acreage. 

Oilseeds : 



Linseed 

Bihar and C. P. & 

The two province 


Berar. 

account for more 

Seasamum 

C. P. & Berar, Madras 

than 5%. 

Almost evenly dis- 


and U. P. 

tributed among the 

Rape and 

Bengal, Bihar, Punjab 

3 provinces. 

Almost evenly dis- 

Mustard 

and U. P. 

tributed. 

Groundnut 

Bombay and Madras. 

Madras accounts 



for more than 2/3 
of the total acreage. 

Cocoanut 

Madras. 

Madras accduntc 

Castor 

Madras. 

for more thar. 5/6 
of the total. 

Madras accounts 

Fibres: 

Cotton 

Bombay, C. P. & 

for more than two- 
thirds. 

Bombay and Gi ‘P. 


Berar, Madras and' 

account for more 

■ 

Punjab. 

than 50%. 

Jute 

.Assam, Bengal and 

Bengal accounts for 

• 

4 

Bihar. 

more than 80%. 
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Cropt: 

•Important produc- 

Remarks: 

• 

ing provinces in 



* British Ii^ia. 


Narcotics : 


• 

Tea 

* Assam, Bengal & 

Assam and Bengal 

• 

^Madras. 

accounts for more 



than 6/7. 

Coffee* 

• 

* Goorg and Madras. 

Almost the entire 



amount is, grown 



in these two pro- 


• 

vinces. 

Tobacco. 

Bengal, Bihar, Bombay 

Bengal and Madras 


and Madras. 

account for about 



50%. 

Miscellaneous 



Sugarcane 

Bengal, Bihar & U. P. 

U. P. accounts for 



more than 2/3 of 



the total acreage. 



CHAPTER III* 


Growing Importance of Internal Trade in Future ' 
and its Problems. 

While the natural factors discussed in the previous 
chapter are, for reasons already explained, specially conducive 
to the development of India’s internal trade, the latter is 
calculated to gain a further stimulus from the latest tenden- 
cies of world trade towards a regulated and restricted flow of 
international commerce, and also from the operation of cer- 
tain principles that must dominate the*economic policy of 
India and of her autonomous provinces. A much further ex-, 
pansion of our internal trade in future thus appeals to be 
assured. It is difficult, however to foretell if the future ex- 
pansion will be marked by a steady and uninterrupted pro- 
gress. For the impetus given by the aforementioned stumu- 
lating factors may be thwarted, to some extent, by the opera- 
tion of the regional plans of development initiated with a 
view to conferring the benefits of a balanced econon\ic stric- 
ture on the underdeveloped areas •of the country. As a 
correct appraisal pf the future prospects of our internal 
. trade is possible oply against the background of such conflict- 
fng forces, a clospr investigation of them is made in the 
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following paragra|>hs with a view to reveal their real impli* 
cations, relative importance and bearing on the internal 
trade of the country. 


* A. Restricted Scope of Foreign Trade. 

• • 

a 

2. The inipetus which is likely to be given, in a rather 
indirect*raanner, by the gradual narrowing down of the chan- 
nels of international trade, which is so much in evidence^n 
recent years, is to be traced to the wave of economic nationa- 
lism that has entirely sVept away the commercial world from 
its traditional faith in the orthodox doctrine of laisscz faire. 
This movement, characterised by the imposition of a multi- 
tude of most ingeniously devised barriers against the free 
flow of goods between countries and comprising such devices 
as tariff concessions, permissible quotas and exchange control, 
is essentially based on the ideal of self-sufficiency f nd is well 
known to be a characteristic feature of post-war developments 
in world trade. Although the movement for economic 
nationalism was existent in some form or other even before 
1914, it has been intensified, to a degree, during and after the 
depression years and did not show any signs of relaxation 
right up to the out-break of present hostilities in Europe. 

3. Th^ foreign trade of India h'ts naturally been affect- 
,tcd *by the impact of this wave of economic nationalism. 
She )ias. entered into trade agreements with U. K., Japan 
and Burma which had profound reactions on some of her 
agricultural and industrial interests. Apart from the ques- 
tion of merits of these three trade agreements, the neces- 
sity of negotiating commercial treaties with all coun- 
tries, that are good customers of India, is now universally 
recognised as the sine qua nan of maintaining* India’s 
position in the chaifged conditions of world trade, in 
which articles are made to^ move into pre-determined’ 
channels. Simultaneously with tlris recognition* has been < 
engendered the feeling that the prospects* of our foreign 
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‘ trade are now less reassuring than ever and that we have 
to place our reliance more and more the development 
of the internal trade of the country for the sustenance 
of our economic prosperity. ' * 

4. We may also in this context raise the ques* 
tion whether the process of liquidation of the existing 
restrictions on fordgn trade as typified by commercial 
treaties, preference duties etc., will continue after the 
termination of the present war, and lead to their logical 
conclusion viz. the restoration of a full-fledged free 
trade regime. Or, will the economic pressure of post- 
war reconstruction force the woild again to revert to 
the same or even to more intensified schemes of eco- 
nomic nationalism? It is difficult, if not impossible, to 
predict the nature of the world economic order that 
will emerge from the present cataclysm. But there sre 
reasons to believe that the restoration of peace will 
not be followed by any drastic relaxation of the exist- 
ing trade barriers, and the doctrine of economic nation- 
alism is boimd to leave some legacy behind. The present 
restrictions have in many instances successfully fostered 
the development or transfer of new economic activities 
in new areas and countries and it is more than likely 
that the vested interests created in this manner will 
prove a serious hindrance to the revival of the 
laiseez' faire policy of international trade. At any -rate 
each of the countries will find itself confronted with 
a new situation in which the requirement of inter- 
national trade will have to be adjusted to an entirely 
new scheme of international division of labour applied 
to the production of different kinds of goods. Presuma- 
bly, the requirements of each country will be much 
more circumscribed than now except for a brief period 
of accentuated demand for such articles as may be 
•required for reconstructionrl work, and this would mean 
that our internal trade will loom larger than ever in our 
future prospectsr of trade expansion. * * 
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Effect accepted Economic Policies . 

5. A further cheglc on the expansion of our foreign 
trade which will directly promole the internal movement of 
goods in future, will be oitailed by the continued application * 
•of the policy of •discriminating protection to which India is 
d^nithly committed and which in years to come is likely to 
have a more thorough and wider application. In this con* 

e ^ 

nection special attention need be drawn to the fact that the 
displ^acement of foreign goods by indigenous industries 
helped by the adoption of such a policy means more than a 
proportionate gain to ohr internal trade than what is lost to 
the foreign trade of the country, for, manufacture and sale 
of indigenous goods involve the movement of various raw 
materials from their respective sources of supply to the 
factories concerned and then of finished articles from the 
factories to consuming markets. During the initial stage of 
this development, of course, the shrinking in our imports on 
account of consumption of goods will be partially made up 
by larger imports of machinery and capital goods, but, even- 
tually, a substantial fall in our imports is ^1x)und to follow. 
And with the progressive industrialisation of the country on 
a well-planned scientific basis and the inauguration of better 
and more extensive facilities for transport such as are 
envisaged by ^he Plsthning Committee, it is almost (pertain 
ihat in future our internal trade will expand by rapid strides. 


Development programmes of Provinces 

6. An effective impetus to our internal trade which is 
bound to grow in importance in future is likely to emanate 
from tlic^development programmes which have 6een en^iging 
the attention of the autonomous Provindal Governments in 
recrat years and of which somediave already been partially 
initiated. There is every possilnlity tiiat when in fhture the 
programmes of vairidus Provincial Govemdients will have 
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' been carried out, either on pre-conceived lines or in modified 
forms, the resultant development of Industrie and agri- 
culture will considerably augment the marketable surplus of 
such goods in many provinces. These surplusjs will bt 
distributed to those par Is of the country where they would 
be needed and this will necessarily mean an accelerated ihove- , 
ment of our internal traffic. Special mention may in this 
connection be made to the electrification schemes which for 
some time past have been engaging the serious attention of a 
npnber of Provincial Governments. The inauguration of 
such schemes must in due course give a tremendous impetus 
not only to the industrial developments of the provinces 
concerned but also to their agricultural development through 
extensive irrigation projects to be worked by electrical 
power ; and the increased volume of production will be duly 
reflected in an expansion of our internal trade. 


Dangers of uncoordinated regional Planning. 

7. While the Provincial plans should through proper 
coordination, promote the developments of our internal 
trade these are apt to prove prejudicial to the cause, in case 
Such plans are allowed to be dominated by the principle of 
self-sufficiency within the regional borders of Mch province. 
There are some very plausible grounds why the provinces in 
India may be attracted by such an ideal in her present eco- 
nomic conditions. In the first place, the development of 
certain industries in India in particular regions is considered 
to tie more of the nature of a historical accident than rational 
selections of sites justified by their possessing the maximum 
differential advantages as against the areas which have 
hitherto provided the consuming markets. Secondly, in<> ihe 
the absence of any coAtrol over curiVsncy, customs, tariff and 
• railway freight rates it is only natural that the Government 
in an under-developed province should concentrate their 
'developmental programme primarily ‘on those industries 
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which have already been tried with success in other parts of • 
the cdUntry and fdl' which equally good if not better pro* 
spects arelfound to be available within the province itself. 
•Thirdly, i4is within the competency of a Provincial Govem- 
m^t to accord directly or indirectly a certain measure of • 

^ effective assistapce to industrial enterprises within their own 
jurisdiction. Fourthly, the Government in a province, are 
constantly under the pressure of an insistent public demand 
to d& whatever they can to improve the economic condition 
of the people placed in their charge by helping the develop- 
ment of suitable industries. It is by no means unthinkaole 
that the Provincial plans should in such circumstances be 
influenced by a sense of local patriotism in disregard of their 
possible reactions on our internal trade as a whole. While a 
redistribution of certain industries may be considered neces- 
sary and may indeed be inevitable in the light of latest 
investigations into the comparative advantages of different 
areas, so as to ensure the maximum productive efficiency of 
our industries against competition of foreign goods in India 
or in overseas consuming markets, the economic test is apt to 
be blurred by an undue emphasis on parochial interests ; and 
the latter may lead to the adoption of discriminatory 
measures the consequences of which from the wider national 
standpoint, both economic and political, cannot be too mudi 
deplored. • 

• 8. It may be noted in this connection that the scope 
of such, discriminatory action by Provincial Governments 
prejudicially affecting the internal trade of the country has 
been to a considerable extent restricted by Section 297 of 
the Government of India Act of 1935 which provides as 
follows 

( 1 ) No Provincial Legislature or Government shall — 

* * , (a) by virtue of the entry in the Provincial 

Legislative List relating to trade and com- 
merce within the Provincp, or the entry in 
that list relating to* the p,roduction, supply, 
ancfdistribution of comn^ities, have powet* 
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to pass any law or take any executive action 
* prohibiting or restricting^^the entry inV;o» or 

export from, the. Province of goofils of any 
class or desGdption;'or ^ 

( b ) by virtue of anything in this Act have power 
to impose any tax, cess, tolt or due whidi, as 

r 

between goods manufactu^ or produced, 
discriminate in favour of the former, or 
which, in the case of goods manufactured or 
produced outside the Province, discriminates 
between goods manufactured or produced in 
the locality and similar goods manufactured 
or produced in another, locality. 

(2) Any law passed in contravention of this section 
shall, to the extent of the contravention, be 
invalid. 

9. We fear, however, that restrictions imposed by 
statutory measures cannot always provide a fully effective 
safeguard against the dangers of an imhealthy inter-provin- 
cial competition. Our conclusion in this regard is based 
upon the unfortunate experience with which India was con- 
fronted even after the inauguration of the reforms in 
connection with the imposition of discriminatory excise 
duties by certain provincial Governments on the spirituous 
contents of alcoholic drugs and toilet ggods. While a duty 
was cliarged on spirituous contents of such goods manu- 
factured within the jurisdiction of the taxing Governments 
a higher duty was imposed on similar articles imported into 
their spheres of influence from other manufacturing pro- 
vinces. The new experiment fraught with grave consequences 
was first started in 1934 by the Government of Bombay and 
th«r example was soon emulated by the Government of 
Madras in 1935. The imposition of such discriminatory 
duties was also unde];.the contemplation of the Government 
, of the Pimjab but tHey refraiped from taking any action in 
the mattejr. Eventually, these developments proved sierious 
enough to engage'the attention of the Government of India 
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and at th^r instance a conference was held in December 1937* 
of thh represoitatfves of various Provincial Government and 
also of interested ^Indian States with a view to devising suit* 
>able ways and means for avbiding the menace of inter- 
provincial excise^ warfare. 

* 10. The. constitutional implications of the afore-men- 
tioned discriminatory excise duties were clearly set forth at 
the G(mference^ in the preliminary statement made by Mr, 

( noW Sir J A, H, Lloyd, on behalf of the Government of India 
and the same deserves to be carefully noted in an examination 
of the problem in its bearing on possible future developments. 
Mr. Lloyd explained 4he reason for the decision that the 
Conference should be confined to Government officials and 
the exclusion from discussion of certain broad issues of policy 
and also of any proposal which could not be adopted within 
the framework of the constitutional position as set forth in . 
the Government of India Act, 1935. In particular, he observ- 
ed that the constitution left it open both to the province of 
production and the province of consumption to tax liquor 
made in one and transferred to the other, so that the avoid- 
ance of double taxation must involve mutual agreement bet- 
ween the two governments ; and, with reference to a question 
that had been raised as to the power of a provincial govern- 
ment to restrict imports from another province, he express- 
ed the view that, whatever might be thought of the validity 
with reference to Section 297 of the Government of India 
Act, ^ of p measure imposing such a restriction for the purpose 
of sheltering a purely local industry, there could be no doubt 
that it was lawful to impose restrictions on import designed 
to secure that spirituous preparations from other provinces 
are as effectively controlled and taxed as those made in the 
province. 

IL It is reassuring to note, however, liiat the Excise 
Conference of December 1937 was successful in handling the 
problem in a constructive manner and securing the consent 
of the participating Govemmraits to an agreement that none, 
of th«n would <iifipose any excise dutjes of die natufie 
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• previously described as of a discriminatory basis. A few 
extracts from the proceedings of the Gonterence containing 
some important resolutions on the subject are sef forth in 
Armexure I to this chapter, ^ ' 

12. Even so, we do not consider that the decision arriv* 
ed at the Excise Conference at Delhi provide a.permanenf and 
effective safeguard against all contingendes of an inter- 
provincial conflict in commercial activities, which, as we have 
already stressed, are bound to have very unfortimate, inactions 
op a steady and progressive expansion of our internal trade. 
Wliat we need for the purpose is a machinary that will enjoy 
the confidence of all Provinces and States, give continuous 
attention to problems and difficulties likely to involve a 
clash of interest between different regions, view things from 
a wide perspective and evolve constructive schemes reconcil- 
ing regional claims with wider national interests and policy. 
It may be set on the model of either the Inter-State Commerce 
Commission of the United States of America or of the Inter- 
Provincial Council provided for in Section 135 of the 
Government of India Act as follows : — 

“ If at any time it appears to His Majesty upon consider- 
ation of representations addressed to him by the Governor- 
General that the public interests would be served by the 
establishment of Inter-Provincial Council charged .with the 
duty of— 

(a) inquiring into and advising upon disputes which 
may have arisen between Provinces; 

(d) investigating and discussing subjects in which some 
or all of the Provinces, or the Federation and one dr 
more of the Provinces, have a common interest ; or 
(c) making recommendations on any such subject and, 
in particular, recommendations for the better co- 
« ordhiation of policy and action with respect to thift 
subject, • 

it shall be lawful fpr His Majesty in Council to establish such 
.a Council, *and to .define* the nature of the duties to be per- 
formed by .it and*it{( organisation and prcibedure. 
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An order establishing any such Ck)uncil may make* 
provfsion for representatives of Indian States to imrticipate 
in the work of th^ Council,” 

• We vefrain from going iAto further details of the sub- 
ject as a closer ii^vestigation of it will have to be made later. * 

, * 13. Apart from the question of discrimination the 

prospects of our.intemal trade are likely to be profoundly 
affected by the general taxation policy that may be pursued, 
by fhe fajious Provincial Governments and local authorities. 
A reference, may, in this connection, be made to the varie^es 
of provincial and local taxes on trade and their bearing on 
the internal movement of goods. A detailed investigation 
into this subject was made by the Indian Taxation Enquiry 
Committee (Vide Chapter XIII) and we need only recall a 
few of their important findings and recommendations such as 
would appear to hold good even in the present conditions. In 
making an expository enumeration of different kinds of such 
taxes which prevailed in some form or other almost through- 
out the country, ranging from patrol and terminal taxes to 
terminal tolls, municipal tolls, road tolls and ferry charges. 
The Taxation Enquiry Committee have dealt at length on the 
implications of each of these levies which, however, on their 
admission, do not yield to any scientific and precise assess- 
ment. ‘‘ In the form in which they are levied in India ”, the 
Committee very significantly remarked, “ they offend against 

, all the canons of taxation. They are uncertain in their inci- 
dence. .Their collection and the system of refunds which 
forms an essential feature of the octroi, puts the person pay- 
ing the tax to a great amount of inconveniaice. Where they 
are imposed upon the necessaries of life, as in India they do 
not proportion the burden to the means of the payer, and the 
expense of collection and the facilities for fraud are dis- 
^wportionately large. With numerous bodies %ach independ- 
ently taxing trade, it *is impossible know what are the 
burdens trade is really carrying, and quite impossible to en* 
sure their being adjusted in any way fairly among different 
articles and goods.’* (Vide Para 398 of tbe'Report). 
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• 14. Obviously, such a chaotic state of local taxation on 

trade and consequent hindrance to internal movement of 
goods can be brought under effective control only if the im- 
position of the sundry taxes ate subjected to a wellonceived, 
scientific and planned scheme of co-ordination. This point 
is emphatically stressed in the conclusion reached by ~ the 
Taxation Committee, quoted as follows : V It seems to the 
Committee a circumstance to be regretted that the Govern- 
ment of India have, to so large an extent, abandoned their 
control of a matter which is of paramount importance to the 
trade of the country. It seems to them to be a function in- 
herent in the Imperial Government, a& it is 1^ their consti- 
tutions in the Federal Government of Australia and the 
United States of America, to protect inter-provincial traffic 
from obstruction by taxes imposed by subordinate autho- 
rities, whether these are provincial or local, and th^ woula 
invite attention to the fact that in Germany the Imperial 
Government there, prevented the continuance of any such 
obstruction by legislation, prohibiting the imposition of local, 
taxation on certain classes of articles.” 

15. The Taxation Enquiry Committee recognised, how- 
ever, that the various local levies had taken a fi^m root in the 
country and were not easily to be dispensed with. According- 
ly* they proposed that if these levies, or at least, some of them 
were to be continued, it should be incumbent on the Govern- 
ment, either by legislation or by executive order, to lay down 
certain governing principles on the lines stated as follows : — 

(1) The rates of taxation should be low in all cases, n 
and specially so, in the case of necessaries of life and 
articles that are subject to Imperial or Provincial 
taxation. 

(2) In order to prevent the tax from developing into 
«a transit duty, arrangements should be made fcr 

prompt refunds on exported goods, and for bond- 
» ing goods intended for through transit. 

(3) The staff, should be properly paid and efficiently 
controlled, by the official agency^ with which the 
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elected ^resentatives should have no power to 
^interfere. 

( 4 ) The tenvinal ^flx, which is the octroi without refunds, 

* ‘Should be levied on all packages with reference 

only tc\ weight and without reference to contents. 
The rates should be kept lowf and the Government ; 
of India, in the interests of inter-provincial traffic 
and the railways, should retain a full measure of 
'Control. In any case in whidi a terminal tax is 
substituted for an octroi, the tax should be fixed 
at such a rate that the total proceeds do not exceed 
the average tbvenue from octroi during the pre- 
ceding three years. 

(5) Tlie tax should not be levied on goods imported 
and re-exported without break of bulk. 

(6) Where it is thou^t legitimate to derive a munici- 
pal revenue from a single staple, e. g., from cotton 
ginning in a town, it is better to impose the tax 
direct on the output of the ginning mill. 

(7) The levy on the tax on goods exported from a 
municipality should not be permitted, save in ex- 
ceptional cases, where it is already in existence. 

(8) Goods not leaving a railway yard, or only leaving 
port premises for a railway, and merely transhipped 
at |he yard or port premises, should not be object 

, to any duty whatever. 

•16.* Among all the provincial and local levies on trade, 
which have been discussed in the foregoing paragraphs, we 
consider it necessary to draw special attention to the implica- 
tions of terminal and sales tiixes for some very important 
reasons. The fecility of the collection of these taxes, and the 
expec^tion of a substantial yield of revalue are calculated to 
onbr a special attraction for them to our Provincial Govem- 
moits, who are ever on*the look-out fbr larger resources to 
financp their nation-building schemes. In thar enthusiasm in ' 
this direction they are apt to overlook the fact that such 
taxation carried beyond a limit may have senoua deleterious 
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effects our internal trade. It needs to be realised that 
even the terminal tax which is growing in popularity' is not 
really so innocuous as it may appea^ to l)e. The dangerous 
potentialities of this sch^e bf taxation are fully brought out 
' in the observations made by the Indian Statutory Commission 
in Vol. II (para 242) of their Report.* 

17. The scheme of taxing sales of goods, which is with* 
in the scope of Provincial taxation, has also identical implica> 
tions in its bearing on internal trade. The practical advan- 
tJ^ges of sudi a scheme, from the point of view of taxation 
and revenue yields, are universally admitted, and presumably 

* “ There are obvious objections to such taxes, both of a 
theoretical and practical nature. It is very desirable that there 
should be the greatest possible freedom of movement of goods in 
India in order to encourage specialised production, which is one of 
the most important ways in which the standard of living can be 
raised. It is, moreover, difficult to impose taxes of this kind with- 
out putting a heavy burden upon short distance traffic, and, indeed, 
it would be necessary to devise the scheme carefully in such a way 
as not to involve discrimination. But, despite these objections, there 
is considerable justification in an extensive but poor country such 
as India for following the precedent, set in many European coun- 
'tries and elsewhere, of levying what in effect would be an internal 
consumption tax. The tax is an easily collected one, and, even if 
it were levied at a very low rate, would be very productive of 
revenues, if generally applied. Some of the most serious ..disadvan- 
tages of the system could be avoided, if the imposition of the tax 
by the provinces were subject to the approval of the Government 
of India, which would examine the matter from the point of view 
of the general commerce and industry of India, and would be autho- 
rised to fix maximum rates and the conditions under which the tax 
should be imposed. Whether it shoub^ be levied on both inclining 
and outgoing traffic, to avoid the suggestion that a particular 
• province was imposing burdens on persons outside its own.borders 
—on incoming traiffic only, and what exception, if any, should be 
' allowed, are matters for detailed consideration ” 
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it was the consideration of such advantages which, more than * 
anything else, led \he Taxation Enquiry Committee to com- 
mend this method,of taction. @ 

• SucIf considerations hav& already led some of our 
Provincial Gove^ments to impose a Sales tax on commo-* 
ditie&, like petrol and cotton t^iles, and their examples have 
been engaging the attention of Governments in other provin- 
ces, indicating tlje possibility of similar measures being under- 
taken on a more extensive scale in future. 

18. We consider that these isolated schemes, not bas^ 
on any comprehensive and scientific plan of taxation, are 
fraught with grave corisequences, at least in respect of their 

® The idea of a Sales tax is very old. It existed in various 
forms in the Middle Ages, and since the War has found a place in 
tfie taxation system of France, Belgium, Italy, Germany, and other 
countries, on the continent of Europe as well as in that of Canada, 
It was rejected in England, mainly because it was found impossi- 
ble, in practice, to separate the value of services from those of 
goods in cases in which the two are combined. It may be explain- 
ed here that the retail Sales Tax is essentially different from 
a universal turnover tax because it is imposed at one stage only, 
i. e., when the goods pass from the retail seller to the consumer, 
and is unlike the turnover tax in that it is not cumulative in its ef- 
fect. While l^ere are objections to a new tax of this kind levied 
^universally throughout the country as a substitute for an octroi, 
it hqs certain advantages. The substitution of this tax would 
solve automatically the difficulties about entrepot trade, since no 
article, which was not sold in the town, should be liable to tax. Its 
incidence would be fairer in as much as, being on an Ad Valorem 
basis, its weight would be greater in the case of the more expensive 
articles consumed by the richer classes; manufacturers would be 
f?M from taxation on the materials of their industry; sollfction 
would be less likely to be*attended by fraud and harassment of the 
tax-p(^er; and lastly, no administrative control would be neces-^ 
sary to prevent it from developing into a transit duty 
• * {vide para 406 ) 
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* possible repercussions on the internal trade of the country, 
and we strongly urge that in formulating any taxation policy 
or scheme for the future, this aspect <4 the Question should be 
carefully kept in view. 



CHAPTER IV 


*Conditioiii at Revealed by Internal Trade StatUtics 

In the present chapter an attempt is made to interpret 
certain characteristic features of our internal trade as reveal- 
ed by the River and Rail-home trade statistics» either by them- 
%lves> or in correlation with figures available in other statis- 
tical publications, such as the Accounts relating to the Sea- 
borne Trade and Navigation of British India, Accounts relating 
to the Coasting Trade of Maritime States, Indian Trade* 
Journal, and tjie like/ Their characteristic features are eza- 
ipined under several distinct heads relating respectively'to— 

, I. . Volume of the trade of each major trade block* 
for which river and rail-bome statistics are 
available; 

II. Value of the trade of each major block in its bear- 
ing on the net economic position ; 

III. Origin of the trade in principal commodities ; 

IV. . Movement of trade in principal comnlbdities; , 

V. Deficiencies di particular Uocks in respect of 

, essential requirements; 


* See foot note on page 138. , 
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VI. Scanty development of internal trade in certain 
commodities. ^ 

2 . Our interpretations, it wijl be /loted, are as a rule 
based on the figures for the' year 1938-39. We r&ognise that 
in regard to our interpretations we wopld be on a surer 
ground if these were reinforced by average figures* for 14 
number of, years. But we may point out that in showing the 
general character of the position, the statistics for 1938-39 
would by themselves materially serve our purpose, not only 
^ause it was fairly a normal year, free from any extra- 
ordinary commercial developments, but also for the reason 
that the figures for this year help ife to get an idea about the 
latest conditions of the trade. 


1. Volume of Trade of each Major Block 

3. The ‘Accounts relating to the Inland (Rail and 
River-borne) Trade of India* published by the Department 
of Commercial Intelligence and Statistics set forth monthly 
figures of export from and Import into the aforementioned 
22 blocks together with running totals of exports and imports 
for all the blocks taken together, month by month, upto the 
end of the financial year. The exports and imports comprise 

* There are 22 trade blocks for which river and rait-bome 
trade statistics are now compiled by the Department of Commer- 
cial Intelligence and statistics, and which comprise the following. 

{i) 12 blocks representing the British provinces viz, Assam, 
Bengal, Bihar, Orissa, the U. P.iof Agra and Oudh, the Punjab, 
the N. W. F. P, Stnd and British Baluchistan, the Central Provin- 
ces and Berar, Bombay and Madras. 

{ii) 5 representing the principal] towns, viz, Calcutta,*iiom- 
bay, the Madras chief port, Madras j)orts ( other than chief port ) 
and Karachi, and 

(Hi) 5 representing Indian States, viz Rajputana, Central 
India, the Nizam’>3 Territory, Mysore and Kashmir. 
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52 items shown under 30 heads, but do not include raw* 
cotton, for whicfi statistics are separately published by the 
Department, mpph oq the same lines, though in greater 
detail. ?he one important difference between these two 
publications is tjjiat while the former is based on the financial 
yeaz*, the latter covers the period from the first September to 
the end of August. In both, the exports and, imports are 
shown in quantities only, in terms of maimds, except in res- 
pect of •* animals-livestock ” which are shown in numbers. 
The March issue of the former gives annual total figure^ of 
exports from mid imports into individual trade blocks in 
respect of each of the 52 items ; while similar annual figures 
are set forth in the August issue of the Cotton Statistics in 
respect of raw cotton. The total volume of export and import 
of each block for the year 1938-39, based on the latest annual 
%gures shown in these statistical publications in respect of indi- 
vidual items of trade is set forth in Annexure I. A special inte- 
rest attaches to this Annexure because the commodities com- 
prised in it cover by far the largest portion of the traffic car- 
ried by rail and river from one province to another of India. 

4. It is, however, well to point out that, although the 
quantities of the trade items shown in Annexure I are express- 
ed by a common denomination in weight, viz. a maund, (ex- 
cept in the case of animals, as previously stated ) the totals of 
the quantitifs of either exports or imports of various blocks 
, would not help us to get any idea about the relative import- 
ance ofvtheir total volume of trade. For, owing to the great 
disparity in values of different items of trade, the value of a 
smaller total quantity, in the case of one block may exceed 
the value of a larger total quantity- in another ; or, again, 
equal total quantities as between two or more blocks may 
represent a striking divergence in value. 


II. Value of Trade 5f each Major Block 


5. Thus td have an idea about the net trade of the 
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'different blocks, it would be absolutely necessary to tove 
corresponding values for the quantities of thor annual ex- 
ports and imports. The reason why, no estimates of value 
are furnished in the Accounts relating to the Inland f Rail and ' 
River-bome) Trade of India is thus explained in the intro- 
ductory note: ** Owing to the great disparity between pnoes 
for the same pommodity in different parts of the oountfy, it 
is impossible, for the purpose of these accounts to work put 
the corresponding figures of value; and experience in die past 
has^ shown that, on whatever basis values are assigned to the 
quantity figures recorded, these are in most cases liablff to 
make only a very vague approximation to the truth, wd 
should, more often than not, afford no basis for working out 
a true and correct balance of trade for the different provinces 
involved We have given our careful consideration to the 
points urged in the above extracts; and, much as we are im- 
pressed by them, we are inclined to feel that even a * vague 
approximation ’, as referred to therein, has a special useful- 
ness for the interpretation of the statistics, rather than having 
no idea whatever about the estimated value of the trade bet- 
ween different blocks. It is interesting to note in this connec- 
tion that (except in respect of certain commodities* like 
sugar, cement, iron and steel wares, coal, tea, jute etc, ) the 
different trade blocks are, in varying proportions, both ex- 
porters and importers of the same articles in whidi the 
disparity in prices is more pronounced. The defects arising 
from the disparities in ppic^ should thus, to a large extent, 
be neutralised; and this would seem to justify, at least, for 
obtaining approximate results, the estimation of the net trade 
balance of each block, on the assumption of certain general 
prices for the whole country, corresponding, preferably, to 
the prevailing wholesale prices. 

jS. * Taking this view of the situation we have calculated 
the values of exports and imports of the i^rious trade 
blodc -, commodity by commo^ty, and also for the., total 
•thereof, ahd these are afet forth in Annexure II. The prices 
on the basis of whidi these values have bedi worked, out are 
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shown, hereunder 

ft 

(Wholesale and Awrage Prices per mound in 1938-39) 

• % * 


Aniinab. 

• ’ i. " Cattld 

« -m 

Rs. 

25 

as. 

0 

ps. 

0 

each 

ifi. Horses df ponies 

ft • 

50 

,0 

0 

ft 

,iii, , Sheep, goats 

« • 

7 

0 

0 

fft 

iv. Others 

« • 

10 

0 

0 

ff 

Rest. 

Bones 

a % 

2 

6 

« 

0 

ff 

Cement 

• • 

1 

4 

0 

fft 

Coal & Coke 

« • 

0 

11 

0 

ff 

Coffee 

% • 

32 

5 

0 

ftft 

Cotton. 

Raw 

« • 

17 

12 

0 

ftft 

Twist & Yarn 


40 

8 

0 

ftft 

Piece-goods 


60 

0 

0 

ftft 

Dyes & Tans 

■v • 

2 

6 

0 

ftft 

Fruits. Dried 

^ • 

23 

0 

0 

fft 

Glass 

•• m 

61 

12 

0 

ff 

Grain, Pulse & Flour. 

i. Gram 

'« • 

4 

1 

0 

fft 

ii. Jowftr 

^ • 

4 

0 

0 . 

ff 

Hi. Rice (in husk) 

• s 

2 

2 

0 

ftft 

W. 'Rice not in husk 

« • 

4 

0 

0 

ftft 

V. Wheat 

« • 

3 

0 

0 

ff 

vi. Wheat flour 

« • 

4 

9 

0 

ftft 

vii. Other sorts 

• 

4 

0 

0 

fft 

Hpmp 

% • 

6 

5 

0 

>ft 

• Hides (raw) 

^ • 

23 12 

0 

• ftft 

Skins (raw) 

« • 

50 

0 

0 

ff 

Hides & skins ( tanned ) 

« • 

110 

0 

0 

ftft 

Jute. 

Loose lute 

S / 

s 

6 

8 

0 

ftft 
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Jute (Continued) 

• 

Rs. as. 

P5- 


Baled Jute 

• t 

7 p 

0 

eadi 

Gunny bigs & cloth 

• #• 

8 8 

• 

0 

99 

e 

Iron & Steel &c. 

• • 

8 0 

0. 

99 

Lac & Shellac 

• • 

•15 O' 

0 

99 

Manganese ore 

• 

9 9 

0 14 

or 

99 

Oilcakes 


2 7. 

0 . 

99 

OiU. 


• 



• Kerosene 

• • 

5 14 

0 

99 

Vegetable oils 

■ • 

10 0 

0 

99 

Oilseeds. 

t 




Castor 

• • 

4 4 

0 

99 

Cotton 

t • 

2 0 

0 

99 

Groundnut 

• • 

4 2 

0 


Linseed 

• • 

5 0 

0 

99 

Seasamum ( Til ) 

• • 

5 8 

0 

99 

Ghee 

• • 

46 8 

0 

99 

Salt 

• • 

2 2 

0 

99 

Sugar. 

• • 

8 8 

0 

99 

Gur 

• • 

3 10 

0 

99 

Tea 

• • 

50 0 

0 

99 

Tobacco 

■ • 

25 0 

0 

99 

Wood & Timber. 




- 

Teak 

9 • 

12 O’ 

0* 

99 

Other Timber 

• ■ 

8 0 

0 

•/9 

Wool (raw) 

• • 

42 8 

0 

99 


In respect of * iron and steel bars etc ’ the average value 
per maund of imports of different descriptions of such wanes 
has been assumed to represent the general average price. 

Regarding ‘Ghee’ and such other articles for which 
prices are not avsdlable in thS published reports and statistics* 
* .quotations of average wholesale pricey have been obtained 
from the respective trades. , 
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Prices of * Animals ’ are based on trade estimates and are 
supported J)y the figures assumed by Dr. V. K. R, V. Rao in 
the compilation oi national income in his recent treatise en- 
titled ‘ An’Essay on India’s National Income’ ( 1939) 

7, The totjl values of exports and imports of the ’ 
• various principal trade blocks and their respective balances 
during the year 1938-39, as worked out in Anncjjsure II, are 
shoi^n below • 

(Valttes of total Exports and Imports of each major 
Block as per accounts relating to Inland (River and Rajl- 
bome) trade in India, for the year 1938-39) 


Block 

Export Rs. 

Import Rs. Net Balance Rs. 

Assam 

9,01,50,617 

4,53,56,283 

4,47,94,334 

Bengal 

32,14,93,459 

39,90,65,804 

-7,75,72,345 

Bihar 

59,54,00,823 

23,43,70,867 

36,10,29,956 

Orissa 

631,34,775 

3,96,69,644 

2,33,70,131 

U. P. 

36,88,99,299 

32,51,63,629 

4,37,35,670 

Punjab 

28,21,53,511 

31,25,09,504 

-3,03,55,993 

Delhi Province 

4,04,13,170 

7,95,58,080 

-3,91,44,910 

N. W. F. P. 

1,92,90,5% 

4,52,323)4 

-2,59,41,808 

Sind & British 




Baluchistan 

8,41,65,957 

15,84,34,993 

-7,42,69,036* 

C. P. & Berai; 

19,86,84,522 

10,33,06,576 

9,53,77,946 

iBomhay 

30,89,70,899 

35,42,68,058 

-4,52,97,159 

Madras * 

41,37,92,300 

24,49,56,077 

26,88,36,223 

Rajputana 

41,39,21,350 

23,31,15,291 

17,08,06,059 , 

Central India 

9,25,45,002 

6,86,84,217 

2,38,60,785 

Nizam’s Territory 10,84,59,590 

5,25,65,029 

5,58,94,561 

Mysore 

6,42,20,575 

9,19,73,991 

-2,77,53,416 

I^hmjr 

6,84,059 

73,46,554 

- 66,62,495 

<>itutta« 

34,37,45,101 

83,08,83,331 

-48,71J38,230 

Bombay Port 

33,42,54,780 

21,58,85,302 

11,83,39,478 

Karachi 

10,13,92,361 

• 11,36,74,064 

-1,22,81,703 * 

Madras Ports 

7jl4,44,561 

16,03,34,664 

-8,88, 90,103, • 

Madras Chief Pori 

•8',23,44,046 

25,83,75,137 

17,60,31,091 
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8. It should be noted however, th^t the table set forth 
in the preceeding paragraph shows net balance (or various 
blocks only in relation to their exports and imports as 
rostered in the River and Rail-bome Trade* Statistic^. 
These by no means reveal the net position of a trade blodc, 
particularly the maritime provinces, as affected* 'their* 
inter-provipcial trade. In respect of <the non-m&ritime 
provinces and the States which lie within the externa] 
boundaries of the British Province the above net balance 
figures* may be regarded as a sort of rough index for the 
purpose, within the limited scope of the River and Rail* 
borne Trade Statistics, which, it may be pointed out, relates 
-not only to the number of commodities accounted for but also 
the transport agencies supplying figures for r^stration. 
Both the positive and negative balances of the maritime 
provinces and States, as shown in the above table, have to be 
scrutinised with reference to estimated volumes of non-record* 
ed traffic and also the average figures for a number of years. 

9. In respect of the maritime provinces, in particular, 
various complications are introduced into the task of esti- 
mating thar net trade position even to such extent as may ' 
be permitted by available statistical data. In all these provin- 
ces the ports are treated as separate blocks with the result 
that the exports and imports of sudi provinces include exports 
to and import from thdr respective port or pq;rts along with 
the blocks situated outside the borders and also to and from 
the very province in which the port is situated; In the 
circumstances, the trade between the ports and their own 
provinces inter se has to be left out of account if at all the net 
balances of the maritime provinces, as shown in the preceed- 
ing paragraph, have to be brought on a comparable basis 
along with the inland provinces and states. Even so,, the net 
positiCn of' ffie maritime provinces as affected by iilter- 
provincial trade woifid not be fully revealed, in as much as a 
considerable proportion of'thdr imports from other trade 

,, blocks does not enter into their domestic consumption but is 
exported abroad :^while a proportion of their exports to other 
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trad^ blocks does/iot include goods of local manufacture but 
consists q{ foreign gdods imported from abroad. 

10. ^ In the eircumstances| the net effect of inter-provin- 
dal trade of the maritime provinces on their respective 
ecopomy would have to be estimated by correlation of their 
• rivers dnd rail-bome trade statistics with the statistics of 
their* fordgn. sed-bome and coastal trades, in respect of which 
fdicly (omprdiensive figures are available in the Accounts, 
relating to the Sea-Borne trade and Navigation of British 
India !and the Accoimts relating to the Coasting ’Trade of 
British India. Relevant extracts from these two statistical 
publications presenting respective annual figures for 1938-39 
are set forth in Amtexure lU. The correlation in terms of 
values, as suggested above, would have to be made on the 
basis of a spedfic formula laid down as follows : — 


Credit : 


a. Exports of the Provincial trade block to all blocks, 
inclusive of port or ports situated within the 
province itself (Vide Annexure II) 


b. 


c. 


d. 




Fordgn Exports \ X. Deduct export from the 
Coastal Exports [ Provincial trade block to its 

port or ports, to avoid* dupli- 
cation with (a) above. 


Exports from the\ 
Port block or 
blocks situated 
within the Provin- 
ce to all blocks, in- 
cluding the Pro- I 
vince in which the 
port or ports sre 
situated ( Vide An- 
nexure U)r / 


Y. 


Deduct export from the 
port block or blocks to 
the Provindal trade block. 
( The two are not separable 
for calculation on a pro- 
vincial baslsr) 
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P. Imports into the Provinciak Trade block from all 
blocks, inclusive of port or ports situate within' 
the province itseT (Vide Annexurell) 

Q. Foreign Imports Deduct import into the PfOvin- 

R. Coastal Imports cial trade block from ,its port 

block or blocks, to avoid dupli- 
cation with (P) above. 

S. Imports into the''^ X. Deduct import into the 

port block or Port block or blocks from 

blocks situated the Provincial trade block 

within the Provtn- ( the two are not sepaw- 

ce, from all blocks ble for calculation on a 

including the Pro- provincial basis.) 

vince in which the 
port or ports are 
situated (Vide An- 
nexure II) 

Expressed in terms of the symbols, the formula stands thus : 
(a + b+c-X + d-Y)— (P+Q + R- Y + S X ) which means that X 
and Y occurring once, in both credit and debit sides for neces- 
sary deductions would cancel themselves, so that the desired 
results might be obtained by entirely ignoring both X arid Y« 
and adding up the credit and debit items of the accounts.* 

11. Applying the above formula to the two most im- 
portant maritime provinces of India, viz. Bengal and Bombay, 
the net effect of inter-provincial merchandise trade on their 
economy for the year 1938-39 may be estimated as follows : — 

( 1 ) bcngaL* 

Credit 

Exports frora'tengal to all blocks 
(Vide Para 7) .* Rs. 32,14,93,459 
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Foreign^xports 

• (Vide Anfaexure III} . . Rs. 

0>a8tal (traded Vide A|inexure III) Rs. 
Export from Calcutta 
(Vide Para 7) . . Rs. 

Rs. 


Debit 

Imports into Bengal from all blocks 


(Vide Para 7) . Rs, 

Foreign Impqrts 

( Vide Annexure III ) . Rs. 

Coastal Imports 

( Vide Annexure III ) . Rs. 

Import into Calcutta from all 
blocks (Vide Para 7 ) . Rs. 

Rs. 

Net balance Rs. 


Rs* 

(2) BOMBAY 
Credit • 

Export from Bombay to all 

• blocks ( Vide para 7 ) . Rs. 

Foreign exports 

( Vide Annexure III ) . Rs. 

0>astal exports 

( Vide Annexure III )• . Rs. 

Exports from Bombay port 

• (Vide para 7) . Rs. 

. Rs. 


78,89,88,588 

5,18,33,293 

34,37,45,101 

150,60,60,441 

39,90,65,804 

51,38,97,684 

8,91,33,377 

83,08,83,331 

183,29,80,196 

183,29,80,196 

150,60,60,441 

-32,69,19,755 

30,89,70,899 

36,21,74,838 

19,61,79,394 

33,42,24,780 

120,15,49,911 


* See foot pote on page 148 . 
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Debit 

Imports into Bombay from all 
blocks (Vide para 7) . < . -Rs. 35»42,68,058 

Forei^ Imports 

(Vide Annexure III) . . Rs. 6045,43,524 

Coastal Imports 

^Vide Annexure III) . . Rs. 13,53,73,551 

Imports into Bombay Port 
( Vide para 7 ) from all blocks Rs. 21;58,85,302 

Rs. 130,70,70.435 

Net balance Rs. 130,70,70,435 

Rs. 120,15,49,911 

Rs. -10,55,20,524 


The negative balances in both instances show the posi- 
tion in regard to merchandise trade only and even in respect 
thereof only to the extent that it is reflected in the river and 
rail-bome traffic, for which official statistics are maintained. 


111. Origin of Trade in Principal Commodities : 

12. The River and Rail-bome trade statistics contain 
interesting indications as to the origin of internal trade in 
various conunodities. An abstract from the March (1939) 
issue of this publication, giving figures for all important 
items of our internal trade for 1938-39 is set forth in An- 
nexure IV. A scrutiny of the Annexure reveals the following 
to be the largest exporting trade blocks in respect of the 
commoffities .mentioned against them: as a matter of fart 

* This is, however, found to be at variance with the result 
obtained by a different method of calculation in which both Ex- 
* ports from the provincial block to the Port, and imports from the 
port into the provindal block are omitted ( ViSe Annexure A ) 
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these trade blocks taken together with others -for which 
figur^ have been Set forth in the columns of the Annexure, 
account for more ];han §0% of the total exports of each com* 
modify 'ddklt with therein. * 


* • • I*rincipal blocks from 

Commodity which Trade originates^ Remarks 
in order of importance 


AnimsJs * 

Cattle Punjab 

Horses & Ponies „ * 
Sheep & goats Rajputana 


Punjab accoibits fpr 
about half the total. 
Accounts for about 
1/3 of the total. 


Cement 


Coffee 

Coil and Coke 


Bihar, GP, & Berar 


Madras & Madras 
Ports 

Bihar & Bengal 


The two provinces 
account for about 
half the total. 
Account for more 
than 2/3 of the total. 
Together accoimt for 
more than 6/7 of 
the total. 


"Cotton twist &. 

Ydrn ! 

Foreign Bombay Port 

Indian Bombay & Bombay 

Port 


Cotton Piecegoods: 

Foreign Bomlxiy Port, Ka- 

‘ • rachi & Calbutta 

Indian Bombay, Bomba/* 

Port &^C^lcutta 


Accounts for more 
than half the total. 
Together account for 
more than 2/3 of the 
total. 

* 

• Account for more 
than 7/9 of the total. * 
Account for mor^ * 
than 3/5 of the total. 
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Principal blocks from ^ 

Commodity which Trade originates, Remarlks 
in order of importance , 


Grain, Pulse & 

Punjab, U.P. Madras 

Account for more 

Flour Grain 

Ports, Br. Balu- 

than 2/3 of the total. 


chistan, & Bihar 

1 ) 

Jowar & Bajra 

U. P., Bombay. & 

Account for about 


G. P. 

5/6 bf the total. • 

Rice ( In husk ) 

Bengal, Madras, U. 

Account for more 

« 

P., Br. Baluchis- 

than 6/7 of the total. 

Wheat 

tan, Orissa, Cal- 
cutta & Madras 
Ports 

Punjab, Br. Balu- 

Account for more 


chistan & U. P. 

than 6/7 of the total. 

Wheat Flour 

Punjab 

Punjab, alone ac- 
counts for more than 
half. 

Alone accounts for 

Hides and Skins : 

more than half the 
total. 

Raw hides 

Bengal, Bihar, U. 

Together account for 


P., Calcutta & 

about 3J4 of total. 


Punjab 

Raw skins 

Punjab, Bombay & 

Together accou\)t for 


U. P. 

more than 1/2. 

Leather 

Madras 

Accounts for about 

Jute : 

Raw Jute 

Bengal & Assam 

half. 

Account for more 

r • 

^ • 


than 82% of thet(>tiil. 


< • 

Bengal alone about 


e ^ 

80%. 

Baled Jute 

Bengal & Bihar 

Bengal alone accounts 

• 


‘for more that 3/4 
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^ Pi^ncipal blocks from 

Commodi|y which Trade originates. Remarks 

ilk order of im^rtance 


Gunny bags Calcutta, Bihar & 

- • Bengal 

• • 

Iron & Steel bars Bihar, Bengal, Cal- 
cutta & Bombay 
Port 


Calcutta alone ac- 
counts for about half 
the total. 

Bihar alofhe accounts 
for more than half 
the total. 


Oils 

Kerosene 


Vegetable 


Ghee 

Sait 


Assam, Bengal, 
Bombay Port, & 
other ports 
Bombay, Calcutta, 
Madras, Nizam’s 
Territory, Bom- 
bay Port and 
Madras Ports 
U. P. and Madras 

Calcutta, Rajputa- 
na, Bombay, and 
Madras Ports 


Bengal, Assam & 
Bombay Ports account 
for 3/5 of the total. 
Account for about 
6/7 of the total. 


Account for about 
1/2 the total. 

Account for more 
than 5/6 of the total. 
Calcutta alone ac* 
counts for more than 
1/3. 


Oil seeds 

Castor 

Cotton 


Linseed 


Nizam’s Territory, Account for more 
& Bihar than 213. 

Sind, Baluchistan, Account for about 
Bombay, C..P., & 78% 

Nizam’s Terri- 
tory 

U. P.,* Bihar, C. P. 'Account for more 
& Berar, Nteam’s than 8/9 of the total. 
Territory, antt 

* Central India 
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Principal bloclu from 

Commodity which Trade originates* Remarks 

in order of' importapce , 


. Rape & Mustard 
Sesamum 

w 

r 

« 

Raw Wool 

Manganese Ore 
Lac and Shellac 

Glass 

»• 

Fruits, dried 

Sugar and Gur 

s « 

Tea* 

. Tobacco 


U, P. and Punjab 

U. P., C. P., Madras, 
Nizam's Terri- 
tory, and Madras 
Ports 

Rajputana, Sind, 
Baluchistan, and 
Punjab 

C. P., Madras, Bihar 

Bihar and C. P. 


U. P. and the Ports 


Madras & Calcutta 


U. P. & Bihar 


Asi^am & Bengal • 

t 

Madras and Bihar 


Account for about 
5/9 of the totals 

Account for .about 
70% 


Account for more 
than half. 

Account for more 
than 90% 

Account for more 
than 3/4. Bihar alone 
accounts for more 
than 1/2. 

Account for more 
than 4/5, U. P. alone 
accounts for more 
than 25% 

Accour\t for more 
than 70%, Madras 
alone for more»than 
half. 

Account for about 
4/5 of the total, U. P. 
alone for more than 
half. 

« 

Account for more 

than 3/4 of the total. 

« 

Account for about 
*2/3 of the total. 


• • 
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IV. Movement of Trade in Principal Commodities: 

• • 

13. A study of the movement of trade in commodities 
9 s between different blocks is«not, however, directly faci- 
litated by the River and Rail-bome Trade statistics. The * 
monthly jssues 9 f this statistical publication do, of course, give 
nmnipg totals of J:he exports and imports of various blocks in 
respect of the 52 commodities covered by it, but' no running 
totals are available as to the distribution of exports of a parti- 
cular block between the various importing blocks for the year 
as a whole. Regarding such distribution we get only monthly 
figures, but not running totals. We considered it rather 
unsafe to interpret the movement or distribution of the 
exports of different blocks on the basis of the figures of any 
particular month, as these may be affected by possible 
seasonal variations or temporary transport difficulties in 
particular areas, and so may not serve as a dependable index 
of the general conditions of the distribution and movement 
of our internal trade. We have, accordingly, added up the 
monthly figures of distribution of the exports of certain im- 

• portant commodities from the major exporting blocks and 
have set forth the annual totals in Annexure V. 

14. We have scrutinised the movements of our internal 
trade in the light of figures set forth in the above Annexure 
and have come to the conclusion that while, as a rule, the 

^distribution and movement have taken a rational dburse, 
there ar^ many instances in which these appear to be rather 
anomalous, while in some the movement has to be regarded 
as'definitely irrational. These anomalies, taking the form of 
either the import of foreign goods or export of indigenous 
goods through a more distant port in preference to one 
nearer at hand, or the transport of ' indigenous goods over 
l&ng distances to meet the requirements of an *area halving a 
nearer source of supply ure effectively revealed by the f oftow- 
ing instances all relating to the year 1938-39 : — . 

^i ) Imports of Madras of foreign yarn and piece goods . 
via her ao^ ports were markedly less than hex' 
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imports of these commodities through Bombay 
and Bombay Port. 

( ii ) Bihar obtained a substantial proportion of her re- 
quirements of foreign piece-goods through Bombay 
port though Calcutta is nearer. 

( iii ) U. P. exported 95,458 maunds of Indian yarn to 
Bihar and herself imported 75,399 maunds of such 
yam from Bombay and Bombay Port. Madras had 
also an identical experience in respect of her trade 
in indigenous yarn. 

( iv ) N. W. F. P. got a considerable supply of foreign 
piece-goods through Bombay though Karachi is 
nearer. 

( V ) U. P. sent more of her exports of linseed, sesamum, 
gram, jowar and bajra to Bombay than to Calcutta, 
though Calcutta is nearer. 

( vi ) Bengal received more of wheat flour from the 
Punjab than from U. P. 

( vii ) N. W. F. P. obtained more sugar from Bihar than 
from U. P. 

We may point out that the above instances are more 
in the nature of illustrations and are by no means 
exhaustive. 


V. Seasonal Fluctuations in the Trade. 

« • 

15. The total monthly figures of exports of variQus 
commodities from all the trade blocks taken together reveal 
a certain measure of fluctuations in our internal trade. These 
fluctuations are, of course, more pronounced in the case of 
agricultural commodities than in the case of industrial good§, 
particularly ^hose which are turned out by organised 'in- 
dustries. In respect* of salt, in particular, the movement 
seems to be fairly •evenly distributed almost throughout the 
' year, except during the fflonths of April^and May, when the 
maximum movement is recorded.. This i&ay be due to the 
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fact that the consumption of salt is more or less inelastic. 

16. In respect of a number of important commodities 
the total export fibres ^from all the trade blocks as recorded 
in the River and Rail-bome Ttade Statistics) are set forth, 
month by month, in Armexure VI. 

• A ^rutiny of this Armexure reveals certain interesting 
featuoes as to the«seasonal fluctuations of our internal trade 
in specific comn^odities as noted below : 


Commodity 

Coffee 

Cotton piecegoods 

Jute 

Shellac 

@rains. Pulse and 
Flour gram 
Jowar and Bajra 
Rice (not in husk) 
Wheat 
Oil Seeds 
Castor 
Cotton 
Groundnut 
Linseed 

Rape and Mustard 
Sesamum 
Salt * 

Sugar 
Raw Wool 
Tea 


Brisk season 
(Duration) 

Jan. to April 
Oct. to Nov. 
August to Feb. 
Nov. to March 

March to July 
Dec. and January 
Dec, to March 
May to July 

Feb. to April 
Nov. to March 

It 

March to May 
April to June 
Sept, to Feb. 
April, May 
Feb. to June 
Oct. to March 
July to Nov. 


Slack season 

e 

(Duration) 

July to Sept. 
June to August 
March to July 
April to Oct. 

Jan. to Feb. 
April to Oct. 


June to Dec. 
May to Sept. 
Aug. to October 
Oct. to Feb. 

July to Dec. 
June, July 


May to July 
Jan. to April 


* . We consider it, however, necessary to HhVe the above 
observations confirmed in the light of corresponding figures 
over a number of consecutive years. 

i?. It is interesting to note that the ai)ove observations 
are borne out to a %rge extent by the following extracts* 
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from the speech delivered by the Hon’ble Chief Commissioner 
of Railways in presenting the Railway budget for 1940-41 in 
the Council of State : — * ; , 

“The great difficulty in India is that most of bui* traffic 
is seasonal and this causes a very uneven , distribution. At 
certain periods of the year, we have no spare wagons what- . 
soever ; at other periods we have a very large number out of 
use. A very large proportion of the traffic is concentrated 
between the months of November and March ”. 

18. In corroboration of the above findings some in- 
teresting Railway Statistics relating to the movement of 
wagon loads on Class I Railways and the approximate total 
gross earnings of State-owned Railways at regular monthly 
intervals are set forth hereunder : 


( Statistics of Railway Earnings & Wagon Loadings 
during 1938)- 


For 10 days Broad Gauge Meter Gauge Approximate 

ending. Class I Rlys. Class I. Rlys. total gross 


(No. of wa- (No. of wa- earnings of 
gons in terms gons in terms State - owned 
of 4 whee- of 4 whee- Rlys. 



lers). 

lers). 

(Rs. in lakhs) 

20th Jan. 

1,44,169 

80,019 

2,69 

20th Feb. 

1,46,103 

80,367 

2,74 

20th March 

1,35,447 

74,388 

2,67 

20th April 

1,36,429 

70,363 

2,81 

20th May 

1,39,218 

66,402 

2,76 

20th June 

1,20,138 

56,970 

2,50 

20th July * ‘ 

1,13,453 

53,622 

2,27 , 

20th August 

•1,10,143 

51,053 

2,09 

20th Oct. 

. 1,34,256 

64,506 

2,53 

20th November 

1,24,535 

67,654 

2,a) 




Vide Indian Trade JoumaL 

I • 
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19. The above figures, however, make the significant 
revealation that despite periodic fluctuations in the trade in 
specific commodities, the deficiencies in particular lines dur- 
*ing particular months are so made up by accelerated trade in ^ 
others during th^ same period that a fairly even distribution 
• of total traffic from month to month is ensured to the Rail- 
ways* almost throughout the year, except for .the months 
November to Mhrch. 

26! ‘The figures set forth in Annexure I provide defi- 
nite indications as tq the deficiencies of particular bfocks in 
respect of essential commodities such as food grains, ghee, 
and salt ( petroleum is dmmitted because after the separation 
of Burma we have to depend almost entirely on imports ; a 
small amount is produced in Ass£m and the Punjab). The 
^sition in which the different blocks, exclusive of the ports, 
stand in this respect is noted below : — 

Blocks (Gram) (Jowar & Bajra) (Rice) (Wheat) (Ghee) (Salt) 
Assam Deficit Surplus Surplus Deficit Deficit Deficit 

Bengal Surplus Defict „ „ ,♦ >» 

Bihar „ Surplus „ „ Surplus „ 

Orissa I>eficit „ „ „ Deficit „ 

U. P. Surplus „ Deficit Surplus Surplus „ , 

Punjab „ Deficit „ „ *» Surplus 

Delhi Deficit Surplus „ Deficit Deficit Deficit 

•N.W. 

F. P. t, * ,, ,, ,» >> 

Sind & 

Baluchi- 
stan. Surplus „ Surplus Surplus „ ,, 

C. P. © 

^rar „ Deficit „ „ §urplus „ 

Bofhbay* Deficit Surplus Deficit Deficit Surplus* „ 

Madras „ Deficit Surplus Surplus Deficit 

Rajputana „ „ „* »» ' »* 

Central , 

India Surplus ^Surplus * Deficit Surplus „ 


18 
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Blocb (foam) (Jowar&Bajra) (Rice) (Wheat) (Ghee) (Salt) 

Surplns Surplus Deficit Deficit Surplus Deficit 

Nizam’s ^ ‘ 

Territory „ „ „ „ „ „ 

Mysore Deficit „ Surplus Deficit „ 

Kashmir Deficit Surplus Deficit SurpliSs „ 


VII. Scanty development of Internal Trade in 
certain Commodities 

21. One striking revelation which the study of our 
internal trade statistics makes is the very meagre develop- 
ment of such trade in shellac, manganese ore, tea, jute, and 
such other commodities of which the bulk is exported abroad. 
Among such commodities tea and jute stand in a sense, by 
themselves as these offer special opportunities for an im- 
mediate and progressive expansion of the domestic market. 
So far as tea is concerned, an organised effort in this direc- 
tion is being made by the Tea Market Expansion Board for 
some years past with encouraging results. Similar endeavours 
need be made also for enlarging the use of raw jute and jute 
goods within the country for some very important reasons 
of concern to our internal trade as a whole. Bengal, as is 
well known, is the biggest consuming provincf^ in India, but 
this consuming capacity is sustained almost entirely by the 
prosperity of the jute trade, which at present is dependent 
to a degree on foreign exports, our domestic consump- 
tion accounting for no more than 10 to 15% of the output 
of the fibre, taking both raw jute and jute goods together. 

This can hardly be regarded as a satisfactory position 
either in the, ijiterest of the province or of the internal trade 
of the* country to which the prosperity of the jute ttade 
means so much. At present the jute industry in India has 
been concentratihg itself dnly on the manufacturi.ng of 
« hessian and sackings, the use of which ipust have limited pro- 
spects within the 'country. If, hpwever, dur jute can be put 



Trade 


159 

I 

to new uses, specially by the chemical treatment of the fibre 
or the fabric such ns for the manufacture of linoleum cloth 
or similai*other articles, to whidi reference is made by the 
JMinority-Report of the Bengal* Jute Enquiry Committee of 
1934, the internal markets for this crop can be vastly ex- • 
tended yielding a'permanent benefit to India’s economy. It 
is understood, Ijowever, that such new industries require 
considerable capital investment. The organisation of such 
new ventures should be undertaken after proper investigation 
by the Planning Authority, for the problem is evidently one 
of major concern for the whole nation. But that is a questibn 
which comes more appsopriately within the purview of the 
Industries Sub-Committee. 


. * Underlining indicates large deficiency of surplus which- 

is interpreted in terms of net exports^ or imports by rail and , 
steamer. 




CHAPTER V. 


Suggestions Regarding the Development of 
* Internal Trade 

We have already discussed in Chapter II that the geo- 
graphy of India is particularly favourable to the development 
of her internal trade. We have also referred in Chapter III 
to the fact that the policy that should guide the future eco- 
nomic programmes of the Government of India and also of 
the Provinces must eventually give an effective impetus to 
the interchange of goods and materials between different 
parts of the country. The extent, however, to which the 
^prospects envisaged in the above two chapters will materialise 
will depend largely on two essential conditions which consti- 
tute the sine-que-non not only of international trade but also 
of the internal trade of a country. First there must be a 
growing effective demand for the expanded volume of sur- 
plus goods produced in different parts of the country; and 
secondly, the increased production must be backed by 
adequate facilities for cheap transport, which? as \ve have 
already stressed, vitally affects the prospects of internal trade 
in a country of long distances like India. .The fundamental . 
implications of these two essential cQpditions are separately , 
examined below. 
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Need for raising the standard of deficient Provinces : 

« I 

2. The effective demand referred to above implies not 
only a genuine want but alsoi the capacity 'tor satisfying that 
want on the part of prospective customers. There is a mani- 
fest inequality in this regard as between different parts and 
communities of India, as the disparity in tl^e per capita income 
of different’ provinces would show. Unfortunately, it is the 
provinces with low per capita incomes that, as a rule, have 
so far been relied upon most to provide the markets for our 
industrial goods. Indeed, their comparative poverty is itself 
a symptom of their industrial backwardness. Evidently in a 
country like India, where the people are, comparatively speak- 
ing, immobile and prefer sticking to the soil of their birth 
on traditional and sentimental grounds, the prevailing con- 
ditions do not offer a very reassuring support for an 
expansive industrial structure, except to the extent that our 
indigenous production leads to the replacement of imported 
goods without entailing any extra cost. It is essentially 
necessary, therefore, in the interest of maintaining the pro- 
gressive character of our industrialisation and, incidentally 
of our internal trade, that the poorer provinces should be 
given a special impetus for the enhancement ot their respec- 
tive purchasing power. Whether this objective is to be 
realised by a planned geographical distribution of industries 
alone or along with the initiation of a new fiscal policy 
designed to give a special relief to the backward provinces 
are questions which are beyond our scope. Even so, we consi- 
der it necessary to emphasise the fact that the question of 
raising the purchasing power of the people in backward pro- 
vinces of India constitutes a serious problem that confronts 
a steady and progressive expansion of our internal trade. 


Wanjted better, transport facilities 

♦ • 

3. The problem of transport in 'regard to the move- 
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ment of internal traffic* either agricultural crops or industrial ' 
goodsf has been examined at length by the Aricultural Com- 
mission and the ^dust^al Conlmission respectively. As a 
result df *their investigations lA>th these conunissions have 
made certain valuable constructive suggestions which are set 
• fortfi in •Armexure I. We are of opinion that so far as the 
interests of internal trade are concerned, much of jihe findings 
of these two commissions hold good even today. In regard 
to the suggestions of the Industrial Commission in particular, 
it has been brought to our notice that some changes have 
since been affected as a result of the activities of the Indian 
Railway Conference AsSbciation and the quarterly conferences 
of the General Managers of principal Railways with the 
representatives of various commercial and industrial orga- 
nisations. It is necessary to point out, however, that while 
the concessions thus granted have benefitted particular facto- 
ries, the plea so strongly put forward by the Industrial Com- 
mission for a thorough overhaul of the prevailing structure 
of Railway freight rates in consonance with the new situation 
created by the progressive industrialisation of. the country 
' synchronising with a dwindling importance of her foreign 
trade remains still to be given effect to. 

4. A scientific revision of our Railway freight struc- 
ture would not, however, by itself solve the transport prob^ 
lems of our internal trade. For the latter is as much concem- 
•ed with better facilities for motor transport which is calculat- 
ed tCkplay a more effective role in connecting the legion of 
rui:al trade centres in the interior of the country. Evidently 
the development of this mode of transport is pre-conditioned 
by the adoption of a progressive road policy duly co-ordinat- 
ed with other means of transport and the establishment of 
the different kinds of taxes on motor vehicles on a sound and 
scientific basis. The meagreness of the develoddient of rpads 
in India remains a seriods weak point m her economic struc- 
ture. • In 1933 there were, including Municipal Roads 267,391 * 
miles of roads of which 190,534 mile» werejion-metalled and . 
76,857 miles metallfei Even in 1927 the Road Development* 
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Committee had remarked that “ It is somewhat incongruous 
that there should be nearly 40,000 miles oi Railways in India, 
while the total mileage of shrface roads i^s only ^,000.” It 
is true that since the institdtions of the Road Devdlopmeni 
Fund, greater attention is being paid to this problem but the 
road system of India is yet to be found markedly inadequate, 
as compared with the United States of America which provides 
a close parallel both in respect of agricultural importance 
and magnitude of the country. 


Major Provinces of India U.S.A. 

240 31.5 


Density of popu- 
lation per sq. mile 

Per 100 sq. miles 
of area. 

Mileage of all 
Roads ; 20.18 

Surface Roads : 5.38 

Peramtage of 
roads surfaced : 26.5 


Per 100,000 Per 100 Per 
of population sq. miles 100, OOP 

84 80 2,500 

22 12,05 383 

15. 


The paucity of roads in India is further borne out by a 
comparative study of her position with other advanced coun- 
tries particularly in regard to the proportion of road mileage 
to the net cropped area, which tends to show that the condi- 
tion obtaining in India has not appreciably changed from 
what it was prior to the advent of motor transpoit. “For 
an area of over 800,000 sq. miles comprising a crop area 
exceeding 210 million acres, the total mileage of metalled 
roads in British India is hardly 66,000 miles, which amounts 
to one mile of metalled road for 12 sq. miles or one mile for 
a crop area of 3,200 acres. An idea of the extreme inadequacy 
of this'mileage can be obtained when we remember that Great 
Britain with an area of 24 million acres has very nearly thrice 
the metalled mileage of IndidI amounting to one mile ef road 




* Vide Dunlop India Review„November 1939. 
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for half a square mile, or expressed in terms of the crop area, 
one ihile of road thr 135 acres.” 

5. ^e maj^ als 9 note id this connection that motor 
*t.ranspdrt is subject to various taxes and is thus placed in an 

unfavourable position. The policy of the Government of* 

, Indlfh and the Provincial Governments has been, on the whole, 
to tax motor transport to the hilt. To begin wit^, the motor 
vehicle is made to pay a high import duty before it can be put 
on the road, — a duty amounting from 174% to 374%, depending 
on the class of vehicles and the country of origin. Then ^he 
vehicle is made to pay heavy taxes to the Provincial Govern- 
ments and in certain cdses also wheel taxes to Municipalities. 
In addition petrol is subjected by the Government of India to 
an excise import duty of ten annas per gallon* and very 
recently by certain provincial governments to a sales tax of 
*one to two annas per gallon, the result of all of which, as can 
be readily imagined, is to retard the development by un- 
reasonably raising the cost of motor transport. 

“That motor transport is not getting a fair deal is 
evident from the fact that it is made to subsidise the general 
revenues of the country instead of receiving due benefit there- 
from. Motor transport during the year ended 31st March 
1939 contributed roughly ten and a half crores of rupees to 
the Central and Provincial revenues, of which 7.92 cror^ 
went to the ^entral Government in the shape of excise and 
, import duties on vehicles and petrol and the remainder to 
the provincial governments. During the same year the total 
expenditure on extra-municipal roads in British India did not 
exceed Rs. 64 crores. ” ** 

6. Evidently the circumstances stated in the foregoing 

* Since further increased by 2 as. per gallon in the latest 
budget of Government of India, * * • . 

** ( Vide article by G. S. Nair, Hon. Secretary, Bombay 
Bran(d^of the Indian Roads and Transport Development Assoda^’ 
turn Ltd., published in November (1939^ issue^of Dunlop Indian* 
Review.) 


19 
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paragraph act seriously to the prejudice of the extension of 
road motor services in India and incidentally to the develop- 
ment of her internal trade, a^id we cannot too strongly urge 

^ f 

that the entire problem of ra^l and road transport and plan-. 
' ning and construction of new roads should be reviewed and 
brou^t under an effective scheme of co-ordination.* with a 
view to providing the cheapest and most effident facilities 
for movement of goods. The problem was esramined at some 
length in the Report of the Mitchel-Kirkness Comipittee. but 
the investigations of the latter have, it appears served more 
to reveal the complications of the problem and the difficulties 
arising from an unrestrained competition between Railways 
and road motor services than offer a satisfactory constructive 
solution meeting the claims of both, beyond emphasising the 
principle that the road services should, as a matter of policy, 

■ be developed as feeders to Railways. Our attention has als6 
been drawn in this connection to the latest Motor V^icles 
Act providing for the establishment of Provincial and Region- 
al Transport Authorities and imposing numerous restrictive 
conditions on road motor services for the safety of passengers. 
While the Act may be welcome from the point of view of 
regularity of services and safety of passengers, it is necsssary 
to point out that it has not advanced the cause of co-ordina- 
tion in the manner envisaged by us ; for the Regional Trans- 
port Authorities set up under the Act will be in a position to 
exercise control over the road motor services alone and. will 
have no jurisdiction whatsoever over either Rail;^ays or 
water transport. 

7. Judged by the standard of cheapness the develop- 
ment of water transport has in our opinion great potentiali- 
ties in the eastern provinces of India comprising U. P., Bihar, 
Boigal and Assam served by either the Ganges or the 
Brahmaputra'. ' In this connection we consider it necessary 
to make a special reference to thi; following observation 
made by the Indian Industrial Commission : “ The Govern- 

O 

• ment of India shguld taltc up the question of improving the 
existing waterways and we cannot help' thinking that, in the 
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absence of a representative specially charged with their in- 
terests, the vested Werests of railways have prevented water- 
ways in Iildia from rec^ving thtf attention that has been given 
*to then) ih other countries withr such satisfactory results. ” 

We are aware that in recent years attempts have been* 
madb to tackle the problem in certain provinces by th«r 
respective governments. In Bengal, in particular, a Water- 
ways Act was passed in 1934 providing for the establishment 
of a Provincial Waterways Board for the resuscitation of the 
various decadent waterways and development of* inland 
navigation for which it was given specific statutory powers 
of lev 3 dng a cess on steamers^ boats and other beneficiaries 
of the scheme. The enforcement of the Act has, however, 
been kept in abe 3 rance. We have given careful considera- 
tion to the subject and have grave misgivings about the 
effectiveness of any isolated efforts by individual provincial 
governments in this direction. Our scepticism in this regard 
is based on the consideration that the endeavours of one 
provincial government for improving the navigability of a 
river that runs through a number of provinces may be 
materially frustrated by the irrigation or navigation schemes 
of another provincial government having jurisdiction over 
the upper reaches of the same river. Thus taking the in- 
stance of the Ganges that flows through U. P., Bihar and 
Bengal, it is^ significant to note that the canal irrigation 
t projects of the U. P. Government in the upper reaches of the 
Ganges was one of the important causes of the silting up of 
thf river in its lower reaches through the deflection of large 
discharges of water from the upper zone of the river into 
various irrigation canals ; and this has been reacting adver- 
sely on Bengal having access to the lowest reaches of the 
river alone. The situation urgently demands that an effective 
scheme should be evolved for bringing about* k satiefaptory 
compromise between th6 interests of in*igation of the U. P. 
andtjioseof drainage, irrigation and sanitation of Bengal,* 
and we are strongly of the opinion that this and such other, 
problems should *t)e brought within the scope of federal 
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responsibility. Whether the task should be entrusted to any 
administrative department of the Federal Government Or to 
a statutory body like the Mississippi Valley Comnfiission or 
the Tennesse Valley Authority of the U. S.* A. and^aiso the* 
‘details of what the rights and functions of such a body should 
be are matters that should appropriately engage the t^ten^ion 
of the Transport Sub-Committee along with the other*, pro- 
blems of transport to which we have already referred. 


Creation of new markets by propaganda: 

l> 

8. We have already drawn attention in Chapter IV to 
the possibilities of expanding our interna] trade by the 
creation of markets within the country for certain com- 
modities like jute and tea, of which the bulk is now exported 
abroad. There are numerous other articles which are to be 
regarded as specialities of particular parts of India but have 
yet very limited markets within the country. Mention may 
in this connection be made of such articles as honey, 
‘ chutney s artistic furniture made of cane and bamboo and 
the like. Honey in India is not yet used as an article of food ; 
its consumption is practically confined to medicinal uses. 
Latest investigations, however, show that honey has excellent 
potentialities for being included in normal dietary, and we 
are informed that in the U. S. A. it is freely used with bread 
along with cream and butter. The annual consumptiop of 
honey in America has already reached a staggering figure and 
it has been giving a support of inestimable value to the ex- 
tensive bee-keeping industry of that country. In regard to 
‘ chutneys’ also we have yet a very restricted market, which 
it should be possible to largely expand at least in respect of 
those made f rohi fruits which are specialities of pajrticular 
regions. The artistic furniture made df cane or bamboo which 
•are available at a very modesate price in parts of Assa^ and 
.Bengal have likewise great potentialities just as so many 
other things of tlje kind. The expansion of the internal 
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market in these articles is essentially a question of creating 
favouifkble tastes w&ich can be done only through persistoit 
investigatidins and propaganda. The widening of such markets 
is to be di^inguished from what Is expected from accelerated 
industrialisation, for it would not so much tend to a displace- 
,ment\>f imports as the creation of entirely new demands and 
would in conseqnence, mean a positive gain to 0 }ir internal 
trade. And in so far as it is calculated to bring a much-needed 
supplementary income to the cottage industry workers mLcept, 
of course, in the case of tea, the question of developing such 
markets should find a prominent place in the future planning 
of our internal trade. The activities of marketing officers in 
India have hitherto been governed particularly by the prob- 
lems and difficulties reported from overseas markets. While 
we do not underestimate the importance of such activities, 
we consider it necessary to emphasise that a systematic and 
continuous investigation into the potentialities of internal 
markets for different kinds of articles produced within the 
country should be given its deserved importance in the future 
commercial policy of India. 


Need for better statistical and marketing intelligence : 

• 

9. But the most important need in connection with the 
(jlevelopment of our internal trade is the establishment of a 
well-equipped machinery for the compilation and dissemina- 
tion of all necessary statistical information about the internal 
movement of goods. This will indeed constitute the essoitial 
prerequisite and concomitant of all schemes of internal trade 
planning. We haue already referred in Chapter IV to the in- 
adequacy and imperfections of the available statistical data 
which mfike it almost impossible to arrive at anV precise con- 
clusions regarding even *the most important aspects of our 
internal trade. For river and vail-bome trade we have at 
present figures for a very limited number of, blocks, with the^ 
result that we can have no idea whatsoever about the move- 



170 


Natimal Ptanmng Committee 


mmt of goods within the provincial blocks of which many 
are as big as, or even bigger than, sonie of the European 
countries. Further, the coiftmoditie^ for yrhich the statistics 
of inter-block trade are no>^ available, are extremdl]^ limited 
in number, and even for them no distinction is made between 
indigenous and foreign goods, except in the-cases of cbtton , 
3 ram and piece-goods. And for none do we get the value. In 
the absence of such important details the existing statistics 
of our river and rail-bome trade can serve no purpoK except 
ahowifig the quantity of exports and imports of the few 
selected commodities (of which some indeed are composite 
items ) from and into the limited nunlber of blocks. But even 
in respect of the quantity of exports the available statistical 
data do not give any idea as to the proportions thereof that 
are produced within the exporting block or are imported 
from outside. Nor do we get running totals in regard to the 
distribution of the annual exports of a block among the 
various importing blocks and the deficiency in this regard 
has to be made up by the painful and laborious processes of 
adding up the monthly figures. It is impossible, as we have 
already explained, to make any correct assessments as to the ‘ 
net effects of exports and imports on the internal economy of 
the trade blocks for which river and rail-bome statistics are 
available at present. 

10. Our attention has, however, been drawn to the fact 
that the above shortcomings of our internal trade statistics 
have recently been considered by a Committee appointed by 
the Government of India (1937) and that the latter have ipade 
a number of recommendations for the publication of such 
statistics in a more amplified form. A copy of the summary 
of the conclusions and proposals of this Committee is append- 
ed hereto. ( Annexure II ) 

. 11. We consider that the proposals of the afore-imention- 

ed 0>mmittee will, if the same are tn toto carried into effect, 

mark an appreciable imprdv^ent on the present sit^iation, 

but that there vnll yet *l:emain some distinct gaps that will 

seriously detract from the utility of the statistics compiled in 
< * 
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the proposed amplified form. * The absence of the estimates 
of valne will itself he » great drawback for reasons already 
explained, and then the ^figures oven in their amplified form 
will fail«to give us a comprehenasve picture as no figures for 
either road-borne tralffic or traffic carried by country boats 
would be«available. 

We, however, endorse the suggestion by the 

Committee in regard to the compilation of statistics for road- 
borne trafj^c. viz., that “ Provincial Governments should be 
urged to investigate the possibility of making suitable>arran- 
gements for recording road-borne traffic within their juris- 
diction.” We consider that similar investigations should 
also be undertaken by Provincial Governments in regard to 
traffic carried by country hosts, 

12. It is necessary, however, to point out in this con- 
ntK^tion that the implications of our river and rail-bome trade 
statistics can be fully comprehended if only these are studied 
in correlation with other allied statistical information to 
which reference has been made in Chapter IV. In view of the 
close inter-relation between statistics of production, trans- 

. poii: and foreign trade, we are inclined to the view that the 
compilation of all such statistics should, as far as possible, be 
brought under centralised control. This would help to keep 
the purposive character of each kind of statistical informa- 
tion clearly in view and also avoid unnecessary duplication. 
We have received valuable suggestions in this regard from 
Mr. D. Cf Ghosh, M. A., of the Lahore University who has 
made a special study of the subject and have pleasure in 
setting forth his suggestions as an Annexure to this Chapter 
( Annexure III ). 

13. A plea for setting up a Central Statistical Dq;)art- 
ment in India ** which in addition to the collection of statistics 
caiucoor^inate statistical enquiry and infomfalion fior. the 
whole of India ” was strongly urged in Bowley-Robertson’s 
Report ( 1934 ) entitled ‘ A scheme for an Economic Census 
of India ’. We regret to note, howevoiv that the statistics rela- 

<B 

ting to our internal* tVade were not taken up by the experts 
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for a detailed critical examination. They have, however, 
made an important suggestion in regard to the amplification 
of Banking Statistics in India which js expected t6 reveal the 
character of our internal trade in some of its aspects. “It is 
that once a year— or preferably, in view of the violent 
seasonal movement in India, twice a year the scheduled banks^ 
might be r^uired to submitito the Reserve Bank, forn publi- 
cation in a single consolidated account, a return of their 
advances, classified so far as possible, not in accordtfiice with 
^e type of security taken, but in accordance with the purpose 
for which advance is being used". (Vide page 54). The 
following basis of classification was <!entatively suggested by 
the experts for the purpose : 

Advance : 

i. for growing or trading in raw produce,— showing 
principal crops separately ; 

ii. for manufacturing purposes,— showing principal 
industries separately; 

iii. to building and contracting agencies ; 

iv. to transport agencies ; 

V. for trading in secondary products ; 

vi. for trading in securities; 

vii. for other purposes. 

Despite the fact that our banks at present finance only 
a portion of our internal trade we would welcome an 
elaboration of our banking statistics on the above lines a^; 
this should give valuable indications as to particular suspects 
of such trade. 



APPENDIX II 

EXTERNAL TRADE 


( Note : The data referred to in this note have beoa mainly 
drawn from : 

1. Reviews of Trade, the Government of India; 

2. Reports by the Non-Official Advisers to the 
Government of India, for Indo-British Trade 
Negotiations ; 

3. Reports of the Imperial Economic Committee 
on different commodities ; and 

4. Statistical publications of the League of 
Nations. 

' As these sources are easily available, the descriptive 
treatment touches only the salient aspects of the 
problem, and individual sources may be referred to 
for more detailed information. ) 


A. EXPORTS: 

1. The course of our International Trade can be seen 
from the figures given in Table I. Thesb figures have been 
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purposely taken over a long period, so ^at we can have a 
better perspective of the movement and growth of our trade. 
It will, for instance, be seen that the< high* figures of our ex- 
. ports to which we were usm in the past, and from which 
our trade has receded during recent years, were reached ^nly 
during the last world war and the post-war periods.* It will 
also be seen that if we were to leave out this exceptional ^riod 
the value of our export trade was about Rs. 150 cror^s. Seen 
against this background, the present position of bur trade 
does nbl appear as unsatisfactory as it would otherwise do. 


II 

2. The above perspective is necessary for another reasop 
also. Since it is our intention to prepare a plan for our Ex- 
port Trade, the first question that would arise in any such 
normative treatment is in respect of the determination of the 
optimum or the standard towards which we should direct our 
endeavours. At first thought, it may appear that since Inter- 
national Trade comes into existence to fulfil International 
demands, the size of such demands, or in other words, the 
size of foreign markets available for our products would 
determine the optimum. In fact, this is the thought with 
which we have been working so far. On a second thought, 
however, such a standard would appear to be a completely 
unreliable guide on which we should base our plans. 'Nothing 
is more uncertain in the present economic and political con- 
ditions than the foreign market for a commodity. It may exist 
this year and may completely disappear next year, and cannot, 
therefore, serve as a standard by which progress can be mea- 
sured. This is particularly so if our aim is to have a long 
period plan. 

3, Alternatively, it has been suggested that our endea- 
vours should be Concentrated towards the realisationr of a 

' favourable ratio of exchange for the barter terms of trade. 
Even this, however, may not give completely satisfactory 
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r^ults. Since the barter terms of trade would necessarily 
depend upon the quantities of goods exported and imported, 
they would as n^uch .he goverhed by commercial policies 
folio wed in other countries as the absolute size of the markets 
themselves. 

*4. '>The more one considers this problem the more one 
feels that for a ccmimittee like the Planning Coipmittee, the 
selection of the standard will have to proceed on different 
lines altogether. It will have to adopt a standard which will 
not be vitiated by the policies followed in other countries, 
and which at the same time, will be integrated with the whole 
of our national economy. 

5. This is of course not to say that the quantitative 
aspect of our export trade is of no importance. For com- 
paratively short periods such aspect will definitely throw 
fight on the progress that we are making in different markets. 
But it certainly cannot supply the basic considerations which 
will have to be independent of the temporary ebb and flow in 
the foreign markets. 

. 6. In what follows, the quantitative aspect of our 

Export Trade is considered as one of immediate but tempo- 
rary importance, and attention is invited to certain consi- 
derations which would supply the more permanent and the 
more correct standard. 


Ill 

7. Considering the quantitative aspect first, it will be 
seen from the figures given in Table II, that the War of 
1914- 18, disturbed our trade with the European countries and 
that for one reason or another we have not been able to re- 
co^er that trade ; on the other hand, our trade with* Japan, 
the U. S. A., and the U. k. has been increasing. It is difficult 
to sa 3 »to what extent the decrea^ of our trade with countries 
like Germany, Franc^ and Italy has b^n an 'absolute loss of 
the market, due to "the compiercial policies*followed by these 
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countries. A part of the decrease may be due to the workii^ 
of the Ottawa Agreement, as a result of which the U. K. has 
considerably developed an 'entre-pq^ trf^e. In* any case, 
taking up the present distribution of our trade, we 'find that 
the major part of our exports is taken up b;^ the U. K.. Japan. 
U. S. A.. Germany. Belgium and Ceylon. With the se^ara- , 
tion of Burqaa. that country also now occupies an important 
position. The distribution of this trade among the various 
commodities, given in Table III. will show that nearly 2 3 of 
oyr trade is composed of Tea, Jute, Raw Cotton. Oil Seeds 
and Hides and Skins and Leather. Looking at the problem 
merely from the quantitative aspect *these figures raise two 
questions : 

i. Can we improve the distribution of any of the com- 
modities so that we are able to secure a larger 
market in any country than what it has got today ?" 

ii. Can we secure an increase in the total export of any 
of the Commodities ? 

In a way both these problems are correlated. It is 
obvious that the total possible consumption of a commodity 
in a country is the limit, to which we can improve either the 
distribution of any commodity among various markets, or to 
which we can push up the total exports of a commodity. 

8. Tea. So far as Tea is concerned, the appended 
figures (Table IV) will show that U. K. is th^ largest con- 
sumer of Tea in the world’s market, the other best importers, 
being. Canada. Ireland, Egypt. U. S. A., and Australia. These 
countries comprise the main market for the export of Tea, 
as the remaini^^ European countries are mostly habituated 
to use Coffee; and, consequently, need not be considered for 
our purpose. Taking up the imports of Tea, in these Tea 
consuming countries, the Trade is almost entirely in the 
hands of Oylon and Netherlands Indies. At first sight this 
would make it appearas if there is scope for the expansion 
of our trade with the U. S. A. and (Colonies. Actualljb how- 
ever, this is not so. The distribution of Tea in the various 
markets is at present governed by a systeih of export licences 



Trade 


177 


under the International Tea Restriction Scheme and as long 
as continues our Rain in one direction may be* balanced 
by a loss in another di^BCtion. This state of affairs is bound 
to continue as long as the aVrangement under the Inter* 

• 

national Tea Restriction Sdieme continues. And looking 
fe to t&e probleiiis that the producers of raw materials have 
to face, it does not appear as if any export pplicy would 
be able to persuade them to give up schemes, which, 
while decreasing their market, assure them a definite profit 
margin. 

9. Jute. In the case of Jute the position is a little 
difficult of analysis. Iif raw jute, we have a monopoly of the 
crop, and in jute manufactures, we are the largest producers. 
We are, therefore, in fact supplying whatever markets there 
are available today, and any change in the export policy is 
not likely to increase the size of those markets. On the con* 
trary, it would appear that we have to look at the problem of 
Jute from a different angle altogether. We have, for instance, 
to find out whether it is possible for us to widen the present 
scope of the use of jute by an enquiry which would cover the 
* fields occupied by other industrial fibres like. Hemp, Sissal 
and Manilla. We have also to see whether we cannot protect 
it against the use of synthetic or other alternative materials. 
It is pleasant to note that the industry is conscious of these 
problems, and researches have already been undertaken to 
•widen the scope of the market for the use of Jute. The prob* 
lem of its substitution by alternative packing materials is, 
however, one of the cost of production and the price policies. 
It has been noticed in the past that the artificially high prices 
at which jute manufactures are maintained, come in the way 
of its larger uses. In future, therefore, increased attention 
will have to be given to this aspect of the problem. It may 
also be mentioned that for some period the Jute Industry at 
Dundee has been pressing for a duty on the imports of manu* 
factui^ jute. So far this pressure has not been successful, 
but in the event of its being so, we 'may have to consider the 
question of a duty*on Raw Jute exported to the U. K. 
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10. Raw Cotton : 

(a) The figures giveil in Tablp IV, in respect of Raw 
Cotton show a maldistributidn, both as regards the ‘qfi^hty of 
Cotton exported and also regarding the markets. It will be 
seen that the major part of the exports are»below*the^bre 
length of 7/8” and that half of these exports are taken by 
Japan alone. It will also be seen that while the Indian mills 
have been increasingly consuming larger stapled cotton, their 
r^uireaments are not satisfied by that, and they are becoming 
increasingly dependent on foreign cotton of a suitable typ>e. 

(b) Ehiring the last two yeaflrs on account of Sino- 
Japanese conflicts, considerable difficulties were experienced 
in regard to Japanese exchange, and this is responsible for 
the considerable fall in the export of Indian cotton to Japan, 
in spite of the Indo- Japanese Trade Convention. There has 
also been a similar fall in the export of our cotton to U. K. 
during the past two years. Two of the greatest impediments 
in the way of the expansion of the market for Indian Cotton 
abroad, are its comparative inferiority in comparison with 
the long-stapled American and Egyptians, and trade barriers 
imposed in various countries of the world in recent years. 

( c ) The question is as to how we are to remove these 
impediments. As recent experience has shown, it is possible 
for us to grow more of the larger stapled cottoji. But, if we 
try to export Cotton of that type, we are likely to conle in. 
conflict with other cottons with a similar fibre length, and it 
appears that our costs of production may come in the way, of 
our successful competition. We have, therefore, to consider 
whether we cannot continue the present quality of our ex- 
ports and reduce our costs of production, so as to leave a 
better margin to the agriculturist. 

.(d) Regarding the distribution among different 
markets, it would be Advisable to remove our dependence on 
Japan. As however the cottdn of the type that we eKpofe 
*pan be used only for cod^se counts, it may be difficult to do 
so, unless we undertake technical, researcH and demonstrate 
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that il; could be suCipessfully used for medium counts, of yam. 

( e ) ^*ast history of the tr%de will show that we used to 
have bi^g^r markers intjermanjf and that even today we have 
fairly good markets in France and. Italy. With different trade 
polii^es followed in the first two countries, it may be possible 
*to reviv^our markets there; in fact Italy would appear to be 
fairly anxious to secure our cotton. Such a revival, however, 
would be dependent entirely upon the extent to which we are 
able to persuade these countries to revise their policy, .and as 
subsequent sections will show, it may not be easy for us fo 
do so. ^Consequently fo/ the moment it would appear that 
the best course will be to develop our markets in the U. K. 
Investigation has shown that there is a considerable scope in 
the U. K. for the use of Cotton of our type. That scope is 
also likely to increase as the Textile Industry in the U. K. is 
concentrating on markets like Africm countries and con- 
sequently turning to coarser counts. 


* 11. Oilseeds: 

(a) In the matter of Oilseeds, we are on different 
grounds. The trade on Oil consists mainly of Linseed and 
Groundnuts, which accounts for 2/3 of it. The rest is made 
up of Castor Seed, Rapeseed, Sesamum and other Oilseeds. 

* (b) In this, the problem of Linseed is a separate one. 

In this product, there are really two exporters, Argentine 
and'India, though the producers include the Soviet Union 
and the U. S. A. Among the two exporters Argentine has a 
much larger export and a wider distribution of the markets. 
Our exports are mostly confincid to the U. K., the actual share 
of the market in any year depending upon the payty of 
prices bdtween ourselves and Argentiiys. It would accord- 
Ingly appear that we have a fairly large scope in countries 
like Ffhnce, Netherlands, Belgium an^^Germany, which have 
markets almost as big as the U. K. It would also not be* 
difficult to secure these markets, as the ties between Argentine 
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and thes^ other countries are not particularly strong. Besides 
this, our Linseed is of a distinctly superior variety It would 
be easier to achieve this, if wa were to control tlje present 
erratic bdiaviour in fixing the prices of our Linseed. It 
seems this is mainly due to an element of speculation in 
the trade. ' “ 

(c) Itedia is the largest producer of Groundnuts, and 
also provides a substantial part of the Export Trade.. But of 
late, countries like Nigeria, Gambia, Senegal and Netherlands 
E^t Indies, are coming into the field. In fact, the proportion 
of the exports by Nigeria and Senegal has been incr^sing at 
a rapid rate, as a consequence of which India has alr^y lost 
her important place in France, and is apparently, losing it in 
the U. K. and other countries. Since France is closely connect- 
ed with Senegal and U. K. with Nigeria, it would be difiicult 
to surmount this position. India in this case also must look 
to other countries on the continent. 

(d) The real difficulty, however, in the matter of 
Groundnuts and other Oilseeds is of a different nature. A 
greater part of these products are being used in the manu- 
facture of Soap, Margarine and Compound Lard. Since 1932, 
the proportion of vegetable oil, however, is being increasing- 
ly replaced by Whale and other marine oils, except in the 
manufacture of soap. It is difficult to say how long this ten- 
dency will continue, but it is clear that the mere dominating 
problem is one of the narrowing of the markets rather than 
of distribution. It is this problem which we shoiild try to 
face by imdertaking industrial research and finding out 
whether we cannot successfully fight out the marine oils 
from the fields which they are now encroaching upon. 

12. Raw Hides : India is one of the largest exporters 
of Raw Hides and Skins, and the trade is fairly well distribut- 
ed also. In Raw Hidc$ Germany used, to be our best customer, 
and even now is a large importer of Raw Hides from other 
countaies. The recent Jtrend of our trade seems to be to- 
wards larger concentration in the U. K., but as the trade in 
U. K. itself is cf an entre-pot nature, there is perhaps no 
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‘substantial difference in the ultimate distribution of our pro- 
ducts. In Raw Skinst on the other hand, the U. S. A. have 
been our largest imp6rters. Our trade in Raw Hides has 
been mostly of th^ ‘light type' and in Skins of ‘Sheep Skins*. 
In both cases, we have a practic^ monopoly of the trade. 

13. Tobac<;o : In the matter of Tobacco, we stand 
• next onl:f to thfe U. S. A. in our production. But as we are 

also a large consiftner, only a comparatively small quantity 
comes out on the export market, and is less than the quan- 
tity exported by the U. S. A. Our Tobacco is not suitable 
for the manufacture of Cigarettes, and as such, we ha'^e only 
small market available to us which is concentrated in the 
U. K. Recent experience*has, however, shown that it is not 
impossible for us to grow Virginian Tobacco, which can be 
used for Cigarette making. We should, therefore, increas- 
ingly concentrate on the production of such Tobacco, and 
thus secure markets which are closed to us. We should also 
try to popularise the use of Indian Cigars and develop a 
market in them. 

14, Accordingly, we can answer the two questions that 
we formulated in the beginning of the section as follows : 

i. We can possibly improve the distribution of Raw 
Cotton, Linseed and Hides and Skins among the 
the different markets. In the case of other com- 
modities such an improvement is not possible either 
becaitsc we are monopolising the entire available 
markets or because the markets are governed by 

• factors other than purely commercial. 

• ii. Except in the case of Raw Cotton and Linseed, it 
would not be possible for us to increase our total 
exports. 


IV 

16. It must, however, be iftentioned that even if we are 
able to expand our piarkets in certain commodities, such a.* 


21 



National Pkmittg Committee 


182 


•» 


r 

f 

gain will be merely a temporary one. For, we must realise ’ 
that if we have been losing our market^ it has been jwrtly 
due to commercial policies followed by differept 'nations, 
and partly to the fact that new coiApelitors in the form of 
colonies and alternative commodities are coming into the 
field. For some period it was thought that these were^only 
temporary factors, but it would appear as if we haVe now to • 
take them ••as the normal features of international ' trade. 
Even if the prevalent ideas of self-sufficiency in economic 
matters weaken at a later date, that will not be of much 
help. We have to take account of the fact that there is a 
universal desire to have a more controlled economy with a 
view to minimise fluctuations both in real and money in- 
comes. This must necessarily continue and in most cases 
even increase the existing control of the foreign trade, and 
to that extent stand in the way of our expansion. Recent 
conceptions of the functions and the powers of the state also 
indicate a tendency in the same direction. 

16. Similarly, in the case of colonies it may be taken 
that the process of exploitation will be more intense. In 
appraising this, account should be taken of the fact that for 
one reason or another the political ideals of these colonies 
are in greater harmony with those of the mother country, 
and are more convenient for such an exploitation. This 
apprehension will be clear from the examination of the 
positions occupied by different countries in th»U. K. market 
in respect of Tea, Coffee, Oilseeds, and other agricultural 
products. It is certainly true that this competitioif has not 
yet reached a stage when an old established country, India, 
should be nervous of its position. But considering the fact 
that most of the colonies have more or less virgin soils, in- 
creasing competition could certainly be taken as a sign of the 
course of fu^tyre development. 

l'?. One may, therefore, con9lude this survey of the 
quantitative aspect o^ our trade by stating that the trend of 
events is such that it would be extremely difficult to increase 
' our export trade to any substantial degree and that continued 
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effort^ will be reqiured to maintain its present size in all the 
various cogimodides. Improvements in the geographical dis- 
tributiop.of our IfradeVill on^the whole be helpful to us, 
only for the latter purpose. 


18. This conclusion would naturally affect our views 
regarding the utility of trade agreements. It may, for ins- 
tance, l^appen that on a jiroper examination we may find that 
trade agreements may not be able to achieve for us everything 
that we want. The detailed discussion of our various export 
markets mentioned above would show that in some cases the 
nature of our export commodities and markets is such that 
trade agreements whether exclusively with empire countries 
or otherwise need not have a negative and harmful effect. 
But it is only proper to emphasise that the positive effect may 
not materialise to the extent we would hope. This is due to 
, th6 fact that, as a study of such arrangements shows, the 
benefits of preferential duties of quotas are usually hedged 
round with numerous qualifications which render them in- 
effective and make the preference illusory. In a way this i^ 
natural as no country would like to be completely dependent 
on another for its supplies, particularly if the supplies happen 
*to be raw materials for manufacturing industries which have 
to come from outside. 

’ 19. Apart from that, however, there are other factors 
which also work in the same direction. The underlying idea 
of mtering into bilateral agreements is that we will be able 
to safeguard our position in another country and give in 
return some previlege to the contracting part^ in the trade 
of our country. The fii»t, however, c(^uld be achieve bnly 
if some other country did not already have a closer tie with 
the contracting country, a conditioi^ difficult of fulfilment in 
the present world /:8nditions. It would, hbwever, be more** 
difficult to fulfil the seconds and as it concerns ourselves, it 
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deserves, more attention. Our imports »consist maiply nf 
manufactured goods, which ^re, in a way, easy of classifica- 
tion and differentiation. Bpt, for tfie advantage tQ be real 
to the other party, both the customs classification and the 
tariffs will have to be sufficiently elaborate to exclude a /bird 
party from any of the benefits; in fact we would require a ' 
three-deckefir tariff in most of the imported comm^ities. 
When we remember the fact that we want to increase the 
range of protected industries, and when we also remember 
that we want to be able to buy quite a few things cheaper for 
a rapid industrialisation of the country, it would be clear 
that the fields which we could reserve for manipulations 
above mentioned would be very small. Nor indeed will it 
suit us to link up one commodity with another through quotas, 
as we have done in the case of Japan. A series of linked 
quotas could act only as a disturbing influence on the trade, 
while what we are aiming at is a stabilisation of the whole of 
our economy. 

20. We can reach the same conclusion through another 
approach also. Normally, there is a greater competition for 
securing raw materials than for manufactured goods. But 
on account of the homogeneity of the markets, in spite of 
such a competition, the differences in the price of two similar 
agricultural products are not significant. When we, there- 
fore, divert our trade to a particular countrj , by a treaty 
arrangement we merely remove that competition and instead 
of being able to secure a better price, possibly help to chikpen 
our supplies to that country. At the same time, on acccfunt 
of the fact that generally there is no special attachment to a 
particular raw material this sacrifice is not of much avail. 
On the other hand the manufacturing country stands to gain 
a distinct advantage in the country to which it is sending its 
goods. If it is able to secure d\itv-differentials, they are 
sufficiently wide to b^tow an exclusive market in some goods 
and to help in bhilding up such a market in other goods. 
"This is due to the fact that as manufactured goods are not 
homogenous, an4 it is easier to bnild up a habit or to develop 



• Trade 185* 

i)*tastie for oertain g 9 ods. On account of the sanje factors 
again, as ^he arrangement worses out, it is found that the 
^ value qf jtrade which hhs enjoy^ the benefit of treaty arrange- 
ment, and the quantum of the benefit will always be larger in* 
the ^se of the manufacturing country. 

21. This is what happened in the case of the Ottawa 
Agreement and this was their great disadvantage*. The more 
or less exclusive markets that the Uir K. got for its Steel and 
Cotton Textiles, far outweighed any advantage that India 
could secure in the U. K. market. It would accordingly 
appear, that unless the contracting countries have reached an 
equal stage of development, securing of markets by commer- 
cial treaties would always impose a larger burden on the less 
developed country. If this be so, we may conclude that if we 
adopt a policy of having commercial treaties, the underlying 
idea should be more for the removal of handicaps against 
our commodities rather than securing any special advantages 
for them. It would also mean that our general policy should 
be in the direction of a liberation of the trade, and we should 
n6t differentiate between the treatment given to one country 
and another, if we could help it. 


VI 

22. This is, of course, not to say that no further posi- 
tive action need be taken to encourage our exports. Such 
action is clearly necessary, if we want to stabilise our posi- 
tion in the various countries. On account of the fact that 
so far, the initiative for developing our trade has come from 
the U. K., the channels through which it flows are also British. 
For instance right from the port of exports, .tjie goods are 
handled* by British Houses, shipped in British vessels,* and 
insured and negotiated through British institutions ; on the 
other^ide of the sea, of course, ther^ is no* Indian represen- 
tation at all. We piust, therefore, build uf» these channels,** 
which will handle the goods at both ends, aud will thus have 
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a greater, stake in the commerce than the present foreign 
houses. Similarly, we shoul4 encourage the growth of other 
institutions. This developm^t will Be necessarily slpw, but, 
if we succeed in building it up, we will to that extent succeed 
in stabilising our export trade. •- ,, 

23. Similarly we should gradually endeavour to change 

the character of our export trade. It should have been 
sufficiently clear by now that our exports consist mainly of 
raw materials, while our imports consist of goods which are 
m'anufactured from these commodities. It would therefore 
be obviously to our advantage to introduce a manufactured 
or semi-manufactured bias in our exports. Example may be 
given of our trade in leather, where gradually we are passing 
from raw Hides to semi-tanned and tanned Hides. It would 
also not seem impossible to develop an export of boots and 
shoes. Similar attempts may be made in other commodities! 
For instance Raw Tobacco may be replaced by Cigars and 
Cigarettes, and Raw Cotton by Cotton manufactures. For 
this purpose it would be necessary for us to create several 
links as mentioned above, and also to introduce further 
reforms where necessary. It was, for instance, realised that 
in spite of our huge exports of Oilseeds we have not been 
able to develop an export of vegetable oils because we lack 
the necessary facilities of Tankers both on the railways and 
the steamers. • 

24. Simultaneously with this, we should also consider ' 
another proposition. The distribution of our trade shows 
that it is mainly confined to the European Countries. In’ as 
much as we export raw materials for industrial uses, this 
will have to continue, but we can possibly introduce a manu- 
factured bias, if we investigate the possibility of the develop- 
ment of our trade with non-European countries, which ^re 
situated near. It would not, for insitance, be impossible to 
increase our trade with Iran,^ Arabia, Kenya, Straits Settle 
ments, Ceylon and Java, While the standard of livmg is 
kdmittedly low in these countries, the sta^ of their economic 
development is also lower, and*' both these facts may be 
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actually useful to us. Our manufactured goods which will 
be ci^mparatively^of inferior finish in their earlier stages, 
may come^ more easily within the range of their incomes, 
than the^ better finishid Euro^n goods, and at the same 
time, will not meet with a strong competition. It is not as* 
if w^ will be able to develop a larger trade at once, but the 
• point hdb to be stressed, as so far, only the European coun> 
tries have bulked large in every consideration of our com- 
mercfa^ policy even though we seem to have greater eventual 
advantages in these other countries. 


VII 

25. The analysis of the quantitative and distributive 
.aspect of our trade will show that in most of the commodities, 
a liberation of the policy will not be harmful. On the con- 
trary, it will be definitely advantageous to us. In the case of 
Cotton, on the other hand, the disadvantages appear to be far 
larger. As shown above Japan is the largest buyer of our 
cotton at present, and in course of time, we may be able to 
develop a market in the U. K. But on account of the fact 
that we have a large surplus of comparatively inferior cotton 
which we must export, both these markets are held at a cost* 
Both these countries are aware that it will be difficult for us 
to dispose of our cotton, without their help and use that as a 
' leverage in securing other advantages. In fact, the necessity 
of rrtaitfing these markets is the one consideration which has 
so far outweighed others, and influenced us in the direction 
of the trade agreements. This has been so both in the case 
of our trade negotiations with the U. K. and Japan and will 
obviously continue to be so in future. 

. We are therefore faced with a peculiar jyroblem. We 
fin^ that our general advantage seems to be a liberatidn of 
the trade,and avoiding trade agreements as far as possible. 
£(ut the surplus of Cotton so dominates ii\ its influence that 
we have to enter intp trade agreements and start the vicious* 
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circle of preference and privileges given and taken. If we 
are therefore convinced that excepting Gatton, we are not 
likely to lose in other commodities, it would be advisable to 
take a bolder stand and refuse to be obsessed by the problem 
of Cotton. Even other considerations seem to demand such 
a stand. If we compare the productivity and the cost of 
production of our Raw Cotton, we And that it compares un- 
favourably ^/ith such costs in other countries. It would not be 
to our advantage to prop up an export which is nonp^ylng. 


viir 

26. It will be apparent that in taking this attitude w'e 
are shifting the emphasis on to factors other than a purely 
quantitative aspect of our trade. We are in fact trying to 
distinguish between goods which are exported and which 
should be exportable. As the subsequent sections will show, 
this is the only line of inquiry which is likely to supply us 
with the more correct and the more permanent standard to 
which we should guide the development of our export trade. 
This will be better realised if we understand the nature of 
export trade itself. 

27. The export of commodities comes into being on 
account ot several reasons. In the first place we might be so 
favourably placed in the production of some commodities 
that it would pay us to export them in competition with 
other countries. In the second place we might have contract- 
ed International Debts in a previous period and our present 
exports may be the only way to pay them off. In the third 
place, our existing imports may be so essential to us that we 
have to continue to export some goods to secure them. 
Generally the actual stream of the exports is supposed to be 
caused by all the three causes and epiphasis is placed on one 
or the other of these causes only as a predominant cause for 
the particular period under ekamination. 

28. A moment s consideration however will show that 
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the above vray of looking at the export trade is more an 
abstraction created f oV the purpose of looking at the problem 
as a wholer It is q]Svioiis that, eAept in the case of a country 
like the V. S. S< R., the country* as a whole neither imports 
nor exports in the above manner; nor is it conscious of any 

• balancing of account. There is no single account through 
which'all transactions are passed as the above vei;sion would 
make us believe. On the contrary the producer of the goods 
which ultimately become exports is not even aware of their 
final destination, nor is he concerned with the previous deb^ 
or the essentiality or the non-essentiality of current 
imports. Not only thi^; while what is imported is consumed 
in the country, the importer is a different person altogether ; 
and except in rare cases the considerations which guide the 
exporter are the same as in the case of the importer. 

29. Ck)nsequently it would be perhaps more correct to 
say that if exports come into being they do not do so con- 
sciously for any of the reasons mentioned above, but are 
merely an extension of the market for the commodity inside 
the country. This could perhaps be explained as follows. 

* The market for a commodity even inside the country of ori- 
gin is not single and uniform; it is rather divided into 
different zones with different sets of costs due to various 
reasons. A commodity may, therefore, be able to penetrate* 
into one zone gnd fail to do so in the case of another. An 
export market is merely one additional zone with the only 
difference that the initial calculation of costs is distorted on 
account of a difference in the currency and a difference in 
customs regulations. Goods alter this market as a matter 
of course, just as they will move from one comer to another 
inside the country itself. 


& 


IX 




30. When onc^ this position is* Accepted it would seem ,• 
to follow that : 
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i. Whatever the defects or otherwiw of ^economics pr 
production in the Home Market, the sapie would be 
represented in the export as^welU 

ii. The import position may be such that it may uni 
duly depress the export market. . 

31. The first would straightaway dispose of 4;he com* . 
mon assumption that whatever is exported is necessarily 
paying, and explain the distinction that we have been trying 
to draw between goods which are ‘exported’ and goods which 
are ‘exportable’. If the export market is an extension of the 
home market, then there would be a number of exported 
commodities which would not be paying in home production, 
and which are produced simply because there are no other 
means of livelihood. It is clear that an indiscriminate en- 
couragement of each and every export will not be to our 
advantage in such conditions, and this should put us on guard 
against the common craving for larger exports as something 
necessarily worth striving. More than all, however, it would 
follow that previous to the adoption of any specific policy 
for the exports, it would be incumbent on us to investigate, 
the exact position of the commodity in our internal economy 
and to adjust the export policy only in relation to the con- 
clusion derived from such an investigation. 

32. The second raises the same question from another 
angle. The mere fact of some parties having contracted 
debts, or some parties importing large quantities of goods 
may unduly cheapen our export to another coimtiy and 
create or perpetuate a disharmony within our internal-eco- 
nomy. This effect is, of course, generally admitted, but its 
implications are not always realised. In a country like ours 
which is getting industrialised, the import of machineries 
and other stpres will necessarily create a huge transfer of 
funds from the importing section to a foreign country. Such 
a transfer while perfectly in harmony with the cost concep- 
tions of the industrialists, 'who import these machines, may 

• impose a disproportionate burden on tl);e agriculturists. 

33. This , would perhaps, be easily understood, if we 
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were to draw upon the exiterience of European countries 
uflder* the problems of ‘Transfer’ due towardebtsu There 
the exchange had necessarily to depressed to accommodate 
the huge •transfer *of funds; and that in turn depressed the 
value of a considerable range of goods and brought them 
within the zone of export markets. In consequence, the ex- 
* ports increased, Ijpt their size was merely an indication of the 
privation the nation was undergoing rather than dny increase 
of weakh. Similarly European countries also have an ex- 
perience of a commercial policy being advantageous to one 
class and disadvantageous to another on account of the exig- 
ence oi classes with diderent means. For instance, during 
the latter part of the 19th century a commercial policy which 
enriched the industrialists and the working class, imposed a 
great hardship on the agricultural populations of almost all 
the European countries. This was due to the fsct that im- 
ports of food-stuffs from the new countries were brought at 
such cheap rates that the home agriculture could not stand 
the competition. It is not as if the particular policies follow- 
ed had no other considerations ; attention is merely drawn to 
the fact that a disharmony could be created on account of the 
commercial policy and notice should be taken of that among 
other things. 


X 

34. It was for this reason also that a long perspective 
of our trade was taken. It should be remembered that during 
the 19th century, industrial development of the country was 
done by funds which were never intended to stay permanent- 
ly in the country. So a certain part of our exports may have 

been more in the nature of ‘forced transfers* refeipred to 

• • 

above, rather than exports which would have been an auto- 
matic extension of the home m%rket. It is, difficult to say to 
what extent this could be the case,*|;^ut the possibility must . 
certainly be admitted that our export trade instead of enrich-* 
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ing us may in some cases hate &ad the reverse effect. If no- 
thing else, that would at least show that otir proper approach 
to the problem of the export trade would be through a study 
of the internal economy of ‘the country, and not the other 
way round. In the past, we have been so obsessed with the 
size of our exports that we have not cared to study l^etttr its 
quality or its causes. ^ 


XI 

35. It is outside the scope of this note to study the inter- 
nal economy of the country, and in particular to what extent 
the various crops produced at present leave a margin to the 
cultivator. But such a study alone could be the starting point 
for a policy of exports. If such a study reveals that there 
are a number of commodities in whose production a drastic 
revision would be necessary, we should be prepared to do it 
even at the cost of a decrease of our present exports.* Only 
on this basis can a long period plan for exports be built up. 

36. It is true that we have to pay a large sum by way 
of home charges ; it is also true that we have to finance the 
imports of machinery. But the only effect of the policy 
advocated above would be to raise the cost of both these — of 
the former to the Central Government and of the latter to 
the more well to do sections of the people — as an analysis of 
the import trade will show that a very large pai;.t qf the 
imports are not consumed by the agriculturists. In toth 
cases, the cost will fall on persons who can bear it and will 

* Mr. C. B, Mehta takes the view that since India has con-- 
siderable payments to make on account of her external debt, and 
has also got to 'depend upon imports from abroad for certain com- 
modities, it would be desirable to cortcinue exports from India 
sufficient to meet these payments. He would add that the export 

I * 

of our surplus production would be desirable even if it fetches low 
prices in comparison with the world prices, ' ^ 
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achieve the same rmlt as ft protectionist policy) with the 
oftly difference that the masses will be spared the burden of 
industrialisation. Jn any case sych a policy would be more 
in hamwoy with 6ur ambitions,in the way of industrialisa- 
tion than the present one. which on the one hand imposes 
protective dut|es*and raises prices of imported goods, and 
on th^ othec seel^ to stereotype our exports in the hope of 
purchasing the Imports cheaply. * 

3>. The adoption of a programme for the rapid indus- 
trialisation of the country under any scheme of hJational 
Planning may of course mean that in order to meet our ^- 
temal liabilities, such ^ home charges and also to import 
essential commodities, such as machinery, we shall have to 
find sufficient exports to pay for these items. Even in that 
case, however, it will be better to have a clear conception of 
the sacrifice we are making, and in which commodities we 
are doing so. so that when the need ceases, we can arrange 
to discontinue such exports as are not warranted by the more 
fundamental long-range considerations which we have em- 
phasized. 

38. It may finally be pointed out that although we have 
tried to examine the position of our export trade from the 
point of view of the general criteria laid down in this respect 
by the Planning Committee, our conclusions are likely to 
need modification in view of the all-round changes—changes 
in productiofl, changes in qualities produced, changes in 
costs— which the adoption of the Plan will bring about. The 
position in respect of each commodity for export will, there- 
fore. have to be reviewed from time to time by a competent 
authority. The same would apply to our conclusions 
regarding import trade also. 
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Value of Merchandise and Treasure and Gold separately, during the last five years 
voith Quinquimnial Averages' for the past seventy years. 
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. ^ • Tal]j)e II. (Ref. p. 2 App. II A) 

Percenta^ share of the Principal Countries in the total trade in 
• Merchandise only. 
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lm« 

Exports. 

Total 

Im« 

Exports. Total. 

• 

ptotts. 

including 


ports. 

including 




re-exports. 



re-exports. 


British* 







Empire— 





e 


United Kingdom 62.8 

25.1 

40.0 

30.5 

34.3 

32.5 

Burma 

— 

— 

— 

16.0 

6.6 

11.0 

Ceyloif 

0.5 

* 3.7 

2.4 

0.8 

3.2 

2.0 

Straits 







Settlements 

2.1 

3.4 

2.9 

2.7 

1.3 

2.0 

Australia 

0.7 

1.4 

1.1 

1.6 

1.8 

1.7 

Hongkong 

0.7 

4.1 

2.7 

0.2 

0.5 

.4 

Mauritius and 







Dependencies 

1.8 

0.6 

1.1 

— 

0.5 

.3 

Total (including 69.7 

41.1 

52.3 

58.1 

53.6 

55.7 

other British 







ppssessions). 
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Countries — 







Japan 

2.5 

7.5 

5.5 

10.1 

8.8 

9.4 

United States of 





• 

America 

3.1 

7.5 

5.8 

6.4 

8.4 

7.5 

Java 

6.4 

1.3 

3.3 

0.3 

0.4 

.4 

France 

1.5 

6.6 

4.6 

0.9 

3.7 

2.4 

’ Italy 

1.0 

3.2 

2.3 

1.8 

1.5 

1.7 

ChiiCa (Exclusive 






of Hongkong 







and Macao) 
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Iran 
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2.3 

0.5 

1.3 

Union of Socialist 






Soviet Republics 0.1 
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.2 

Netherlands 

0.9 
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1.3 

0.9 

2.2 

1.6 
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3.9 

1.9* 

. 2.^ 
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5.0 • 

6.6 
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2.9* 

0.3 

— 
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58.9 • 
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Table IV (kef. p. 2. App. II A) 

(1) TEA 

• Exports from countries of prodv£thn in ‘i937, < 

(In Metric Tons) • f 

Ceylon 96.7 China (excl. Manch) 40.7 India & Burma 150.2 
Brazil 65.5 Netherl. Indies. 75.9 Japan 34.9 

— — — — ■ II ■■ ■ ■■■! — I 

Total Exports - 475.0, 

IMPORTING COUNTRIES-1937 


Europe 


Asia (Conld.') 


Germany 

5.4 

French Indo-China 

0.7 

Austria 

0.3 

Iraq 

3.2 

Belgo-Lux(E.U) 

0.3 

Iran 

9.7 

Denmark 

0.6 

Japan 

0.5 

Finland 

0.1 

British Malaya 

2.7 

France 

1.4 

Palestine 

0.3 

Greece 

0.1 

Phillipines 

0.3 

Hungary 

0.2 

Africa 


Ireland 

11.5 

Algeria 

1.5 

Italy 

0.1 

Egypt 

7.3 

Malta 

0.2 

Morocco, French Prot. 

8.3 

Norway 

0.2 

Southern Rhodesia 

0.2 

Netherlands 

12.0 

Anglo-Egypt, Sudan 

3.5 

Poland-Danzig 

1.9 

Tunis 

1.9 

Portugal A 

0.2 

Union of S. Africa 

7.0 

Roumania A 

0.3 

North America 


Un. Kingdom (1935 A) 221.3 

Canada 

18.2 

Sweden 

0.5 

U. S. A. , . 

43.0 

Switzerland 

0.8 

Newfoundland 

0.7 

Czechoslovakia 

0.5 

South America 


Turkey 

1.0 

Argentine 

42.7 

U. S. S. R. 

15.2 

Chile 

10.7 

Yugoslavia 

0.2 

Peru 

0.7 

. " Asia 


Uruguay 

19.8 

China (excl. Manch)*' 

0.2 

‘ Oceania 


Manchuria 

5.2 

Australia 

21.1 

India & Burma . 

2.9 

New Zealand 

4.8 

Netherlands Indies A 

0.5 

^Total fiftports 

491.9 


* Table iV-TContd. 

2. Indian Cotton — Production & Consumption: 


• •• « 


In thousands of bales 
of 400 lbs. each. 

1933 34 

34 35 

35-36 

36 37 

37-38 

Below • Productton 

3672 

3539 

4016 

4^30 

3990 

7/8” ’ • Consiunption 

2190 

1255 

1294 

1338 

1589 

Above Production 

1361 

1207 

1766 

2057 . 

1735 

• 

7/8” ^ Consumption 

1036 

• 

1058 

1327 

1262 

1805 

Foreign Cotton consumptim in Indian Mills : 


Above 1” 

297 

432 

358 

482 

618 


3. Distribution by Stable Length of Indian Cotton 
Exported by Sea. 

^Quantity in thousand bales of net weight abt, 392 lbs, each) 


Year Ending 31st August : 



1933 

- 34 

35- 

36 

37- 


34 

35 

36 

37 

38 

7/8” ^d above j 






(long & medium [ Quantity 

743 

658 

947 

1,340 

314 

staple) 1 % of total 

24 

23 

28 

33 

16 

Below 7/8” \ Quantity 

2,375 

2,190 

2,409 

2,675 

1,654 

(short staple) / % of total 

76 

77 

72 

67 

84 

Total : 

3,118 

2,848 

3,356 

4,015 

1,968 

Exports as per official 1 


• 




statistics (Bales of r 

3,406* 

3,115 

3,709 

4,267 

2,100 

400 lbs. net) j 


•• 
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Table IV — Contd. 

5. Proiy>rtion8 of Empire aiyl American Tobaccos used' 
• • Tor ^ipes ant) Cigarettes 

^ Pipe Tobacco Cigarette Tobacco Total 


« Quantify % Quantity % Quantity in % 
in 1000 lbs. in 1000 lbs. 10*00 lbs. 


— * 

1924: 

Empire 

11,000 

22 



• 

11,000 

8.4 

American 

39,000 

.78 

78,000 

100 

117,000 

91.6 

Total : . . . 

50,000 


78,000 

— 

128,000 

— 

1927: 

Empire 

18,000 

37 

2,000 

1 

20,000 

14.9 

American 

31,000 

63 

86,000 

99 

117,000 

84.1 


49,000 


88,000 

— 

137,000 



6r Exportable surplus of the crops resulting from plant- 
ings in 1927 in the Chief exportingVcountries of the Empire 



Local pro- 

Quantity of 

Exportable 


duction 

local pro- 

surplus 

• 


duction us- 


> 

• # 


ed locally 


s 


Figures in Million of lbs. 

India 

1,000 

970 

30 

Canada 

49 . 

38 

9 

Union of South 




• , Africa 

20i 

11 •• 

• 94 

Nyasaland 

" 8 

• — 

8 

Soutl^^rn Rhodesia 

16 . 

• 

16 

Northern Rhodesia 

^ • 

24 

*• 

24. . 


^ Table IV — Gontd^ 

7. Raw Hides 

Exports from countries of production in 1936 
( In Metric Tons ) 

Belgo-Lux France Netherlands China (excl. British India 

Manch. ) 

16.0 18.0 20.3 14.6 21.4 

Argentine Brazil Australia 

138.9 53.1 14.2 ^ ^ 

To tal E xports — 495.1 _ 

Importing Countries : 1936 


Europe 


Germany 

91.1 

Austria 

19.6 

Belgo-Lux 

4.4 

Bulgaria 

21.2 

Denmark 

2.6 

Spain 

1.6 

Estonia 

4.8 

Finland 

0.5 

France 

— 

Greece 

1.5 

Hungary 

5.7 

Ireland 

1.6 

Italy 

3.4 

Latvia 

5.4 

Lithuania 

6.3 

Norway 

3.6' 

Netherlands 

1.5 

Poland-Danzig 

1.0 

Portugal 

13.6 

Roumania 

3.1 

United Kingdom 

1.1 

Sweeden 

2.0 

Switzerland 

4.0 

Czechoslovakia 

0.5 

Turkey 

26.5 

U. S. S. R. 

21.5 

Yugoslavia 

3.4 

Asia 


China (Excl. Manch) 

14.5 

Manchuria 

1.7 

British India 

6.3 

Japan 

3i.O 

Africa 


Algeria 

19.2 

Union of S. Africa 

3.5 


North America 


Canada 

1.1 

U. S. A. 

25.8 

Caribbean 

Mexico 

3.5 

South America 

Chile 

2.1 

Oceania 

Australia 

10.9 

Total Imports 

528.5 
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(B) INDIA’S lMPORT> TRADE 

X4I 

^ Lookirfg at the other side of our Trade, viz. the 
Import Trade, we find that its course has been more or less 
the same as that of the exports. As in the case of Exports, 
the p^k in the Import Trade was also reached during the 
years following the World War. It began to decrease after 
1923-24 and suffered considerably during the Great Depres- 
sion. ‘This movement*reversed itself in 1933, and since then 
the trade has been slightly on the increase ( Table I ). In this 
improvement, both the Ottawa Agreement and the creation of 
the Sterling Block have played a certain part, as the main 
increase in the trade came from the Empire Countries, includ- 
ing the U. K. 

2. It is difficult to say how far the decrease in Import 
referred to above was due to conditions affecting World 
Trade, and how far due to conditions special to India, but it 
would be worth while to note two. points, as in our opinion, 
they have a far-reaching importance to our general economic 
policy regarding the trade. Firstly, on account of the depres- 
sion, world stocks of primary commodities went on increas- 
ing till the year 1933. India was also a victim to this, with 
adverse consequences on the prices of agricultural commo- 
dities. Secondly, while prices in the manufacturing countries 
began to recover after this date, no such tendency was noticed 
in the case of India, and gradually a disparity developed 
between the price-level in India and the price-level elsewhere. 
One of the reasons which aggravated the situation was the 
failure on the part of the Government of India to adjust the 
currency policy to the rapidly changing situations* outside. 
This was naturally reflected in the terms of our trade. The 
highest level of export prices •was reached in 1928-29, when 
the fndex was 135. (Base 1913 — 14^100).^ Thereafter, witlj 
slight fluctuations the general trend of declared value^^^ 
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exports was downward till it r^^ched 70 in 1937. On the 
other hand, in the case of Imports, the tv/o cdrresponding 
hgures were 124 and 83. It. would, therefore, follow that 
India being mainly an agricultural country, there would al- . 
ways be greater possibilities of fluctuation in her income from 
the Exports. While as the Imports are mainlv froip manu- 
facturing countries, which are in a position b) exert a greater 
influence on the price level — their prices will not have the 
same difference. In consequence, our real outlay in the pur- 
chase of. Imports will remain indeterminate. 


XIII 

3. The distribution of the present imports between 
various commodities is shown in Table II. It will be seen 
that the chief place is held l)y cotton and cotton piece-goods, 
and that the next in importance are— machinery and millwork, 
oils, metals and ores, grains, instruments and vehicles. These 
account for nearly 50% of the trade, the rest being distribut- 
ed over more than 50 other categories. The more remark- 
able thing, however, is the place occupied by different coun- 
tries in the supply of these articles. In iron and steel, 
machinery, hardware, instruments, papers, chemicals, provi- 
sions, vehicles, and cotton manufacture, the first place is 
occupied by the U. K. with almost half the share of the entire 
trade, while the second place is occupied by Germany ip all 
the articles except the last two, where the rank goes to the 
U. S. A. and Japan, respectively. In silk manufacture and 
artificial silk, Japan occupies the dominant position with a 
trade of almost 70% to her share. 

4. If we compare this position with one operating 
previou,*« to 1914, we find that during these 25 years, consider- 
able changes have occurred in the relative position of the 
various countries and commodities. Japan, which used to 
have a bare 2% trade with us, has now increased it to 12% 
'Mainly due to the cheapness of her textile^, -and the emergence 
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of artificial silk.* Similarly, *th6 development of the motor 
car industry fcas itibreased the share of the U. S. A.* from 3% 

. to 7%. .OA the other h$nd, the •development of the Textile,’ 
the Sted* and the Cement industries has decreased the share 
of the U. K. from 60% to 30%. This change in the composi** ‘ 
, tioh* of •the trade had also brought almost a change in the 
relative positions of the Empire and non>Empire countries. 


XIV 

5f We trust that the difficulties that we had pointed 
out about Bilateral Agreements will now be better realised in 
the light of the above analysis. If our Imports were more 
evenly distributed among the various countries, it would not 
be impossible or costly to distinguish between one source of 
supply and the other. As shown above, as a matter of policy, 
however, if we decide to give concessions to countries like 
Germany, they will also have to be given to the U. K., other- 
wise, the price of a large part of our supplies will be increas- 
ed without any corresponding advantage to us. But such a 
course will confer no particular benefit to Germany, as it will* 
not protect it against its main competitor, the U. K. Similarly, 
in the case of the U. S. A., and Japan, where they occup3^ 
second places. It is probably still more so in cases where 
» such- countries occupy first places as suppliers. They would 
attach Qply an insurance value to the concessions we give 
thepi, precisely for the reasons for which we hold similar 
views regarding the concessions granted to us in the U. K. 
market. 

6. What we have therefore already mentioned above, 
seems to be borne out by this analysis, and so long as the 
present.dominant position of the U. K. in ouf market conti- 
nues, we cannot think 2h terms of giving preference to any 
one country in particular. Oun policy, therefore, should be 
towards resistance of any scheme of.prefe^ce. As suqh a. 
scheme could succe^ only to strengthen the position of^e 


24 
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U. and to alienate other countries to whokn we will not be 
able to give any substantial benefit. <These considerations 
are, of course, strengtheded by the fac^ that we wilU in future, 
have to import large supplies* of machinery and othep articles 
for rapid industrialisation of the country. 

7. We may mention that this in effect was ^ the ’line 
taken up bjr the non-official Advisers to the Government of 
India, when they negotiated in 1937-38 for the trade agree- 
ment with the U. K. 


XV 

8. As already mentioned above, the composition of our 
import trade has been gradually changing. Articles tike 
cotton manufactures, iron and steel, cement, sugar, silk, toilet 
requisites, boots, and shoes, matches, soap, umbrellas and 
bangles have decreased in their imports. But raw cotton, 
artificial silk, bobbins, oils, vehicles, paper, dyes, chemicals, 
and rubber have been increasing. This change rather reflects 
the change which has been coming over the country with 
“ the growth of the Textile Industry, and its increasing atten- 
tion to finer and better type of goods ; as a result there has 
been a larger import of raw cotton, chemicals, dyes and arti- 
ficial silk. Similarly the development of Iron, Steel, Cement, 
Sugar, Paper and Soap Industry have affected these imports, 
and now only fabricated iron and steel, special ,t5T?es af 
cement, and costlier types of toilet requitites are coming it. 
This development again has meant an increase in the import 
of machinery, belting and some of the oils. The growth of 
machine shops all over the country would probably explain 
the increase in the imports of various instruments and equip- 
men]ts,<while’the increase in the imports of Rubber, raw and 
manufactured, and motor vehicles, 'requires no explanation. 
We may. therefoi:e, concluder that the present constitumts of 
. ouf Import Trade indica>te a shift from goods which used to 
r*lBe^mal and meant for the consumers to. primary or inter- 
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mediate goods, v^hich could lie v^orked upon in the country. 

This wil?be better realised from the analysis given 
in Tab^e IH*below! It. will be seen that nearly half the im-’ 
•ports a«? final products and are«ot meant for the fixed equip- 
ment of the industry. The rest consists of intermediate ' 
product^ which herve either as raw materials or stores for 
the various industries in the country. In the consumers' 
articl^, the bulk is accounted for by various types of textile 
goods, Cotton, woollen and silk, and household products like 
fuels, medicines, provisions, liquors, hardware, glassware, 
and cars. The intermediate products consist of metals and 
ores, paints and varnishes, cotton, silk and yarn, dyes, chemi- 
cals. packing and printing paper, paper making and leather 
making materials, cables, oil seeds, tea chests and fuel. As 
already mentioned, the imports of machinery are to the extent 
of about 15 crores, 


XVI 

10. While care has been exercised in classifying various 
articles into these categories, the work has been limited by, 
the paucity of information that can be gathered from trade 
statistics. With greater scrutiny and more information, the 
classification would undoubtedly be more correct. We would, 
therefore, surest the appoinment of a special committee 
who^ duty it would be to examine these articles and classify 
them according to as they are near or far away from final 
consumption. In the meanwhile, however, we suggest that 
imports of goods which are meant for final consumption 
should be restricted as far as . possible. We would, for ins- 
tance, cite the cases of provisions, glassware, liquors, toilet 
requisites, etc., where a restriction will notnmpostwa great 
privation on the public. On the other hand, articles like 
kerosene, spices, etc., which ^re consunaed by the general 
masses and which form the necessity of life will have to be 
continued. Similafly, in the case of intermediate gcis6s. 
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these goods must be replaced, wherever pc^sible, by goods 
made in the country even though they b^ inferior in*finish 
and lasting qualities. *' « ‘ . 

11. A committee of the type suggested above "Would be 
more qualified to distinguish between these non-essential and 
essential goods. With the information at our disposaf, we , 
mention the, following categories, where the^goods are classi- 
fied according to the increasing degree of immediate, indis- 
pensability. Even regarding machinery, which would normal- 
ly be considered indispensable in the present circumstances 
of the country, we feel that quite a small part should be 
consisting of spares which could be made inside the country. 
We are led to believe this because, as will be noticed from 
the figures given in Table IV, we continue to import machi- 
nery in the case of Cotton and Jute Textiles, Sugar and 
Cement. This could not, in many cases, be complete machines, 
as, for the present, these industries are fairly well developed. 

It is also known that on account of the lack of dependable 
machine shops in the country, most of the industries import 
their spare parts from outside. 


XVII 

12. In making the above suggestion regarding a restric- 
tion of our imports, we have been to a certain ext«it influenc- 
ed by what we have stated above in respect of the i^utvre of 
our export policy. Exports will operate as the primary 
limit to the size of our imports, and, since it appears to us 
that we may have to limit the size of our exports, till we have 
been able to modify our economy to offer more suitable ones, 
we are naturally inclined towards a restriction of the Im- 
port?.*** Atthbsame time, we have advisedly described the 
above limit as only ^e primary limit, because if it is felt 
that it would be to our advantage to increase the size of the 


* See foot note on page 209 
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essential importifi so as to h&ve ultimately a larger income, 
tKe erAire sitilatior/ would be changed. Then ‘the necessity of 
the imports would govern the whole position, and there would' 
be no limit to thelEorcing up of our exports, except a theo- 
retical one like the “total squeezability”. This, however, ‘ 
would a n}atter of decision in the hands of a body of 
peoplq having a more complete picture of the situation than 
we have, and we can only suggest that any decision in respect 
of this 'Srould be on a proper balancing of the gains and the 
losses. 

13. We have, however, another consideration also fn 
making the above suggestion for restricting the Imports, The 
country will have to make a stupendous effort to increase the 
present national income, and such an effort will necessarily 
involve a considerably larger outlay in capital equipment. 

India is a country which under the present circumstances 
must have a favourable merchandise trade balance in order to 
meet the foreign obligations. Not only that, but I feel that even 
after India is free and independent there will still continue to be a 
• necessity for having a merchandise trjide balance. India will 
have to continue to pay the foreign obligations on the one hand . 
till they are all fully paid up and also will have to continue to im- 
port to the same extent as it is now if not more. Of course tho 
character of the imported articles will change materially but im- 
porting will hate to be continued and for these imports payments 
will have to be made, which can only be made by exports. What 
I wish to convey is that any idea to limit exports after India is 
free and independent will not be a proposition in favour of Indian 
economy. If India is to advance and expand industrialisation 
imports of large values will have to be made and will have to be 
'paid. I am not against shaping India’s economy and making 
necessary adjustments according to internal requirements. But 
unless and until exports are allowed freely to be continued to pay 
for the foreign obligations and for imports, the industrialisation 
will Vt handicapped and delayed. , 

*{ Sd ) Chunilal B. 
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This could be built up only if a part of the current consump- 
tion is saved and the rest spent in accordance with thb plan 
of development. To the extent that rour current income is 
spent on Imports, which are' non-essential, it serv^S' neither 
of the above ends and should be diverted to other fields. 

14. We are aware that any indiscriminate ap^liclition 
of the suggestion we have made would impose a great deal of 
hardship both on the consumer, and on the industries. Jt was 
to avoid this that we stated that the actual selection of the 
commodities should be left to a committee of experts. 


XVIII 

15. It is obvious that a properly arranged scheme of 
restriction will tend to foster the growth of industries inside 
the country. The way in which that growth should be 
achieved with our present policy of protection, the sequence 
of importance in which the various industries should be 
permitted to grow, and other matters connected with such a 
development are outside our scope. But we may mention two 
points, which follow from the general line of enquiry we 
have pursued. In the first place, some sort of discrimination 
in permitting various industries to grow up will have to be 
continued, as otherwise, it would mean a waste of our current 
resources. Secondly, in the initial stages, we will have to be 
conservative regarding the relative position of industrj'^ and 
agriculture. Since the industrial section is always more 
vocal, there is a danger that the growth of new industries 
may be utilised to increase the disparity which already exists 
between the industrial and agricultural prices and incomes. 
It will be perhaps more necessary to guard against this, as 
any change in our present scheme of exports is likely* to 
depress the agricultural prices. 
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Tablf I. «(Ref. P. *21, App. II. B) 

•• • 

Value of Merchandise during the last five years with Quin- 
* quennial Averages for the past seventy years. 


I ■ " 

Merchandise 


( Figures in lakhs Rs. ) 

Imports 

Exports 

Excess of 
Exports over 
Imports 

Quinquennial averages:— 




1869-70 to 1873-74 

33,04 

56,25 

23,21 

1879-80 to 1883-84 

50,16 

79,08 

28,92 

1889-90 to 1893-94 

70,78 . 

104,99 

34,21 

1899-1900 to 1903 04 

84,68 

124,92 

40,24 

1909-10 to 1913-14 

151,67 

224,23 

72,56 

1919-20 to* 1923-24 

267,05 

306,38 

39,33 

1929-30 to 1933-34 

• 

161,14 

198,60 

37,46 

In the year 1933-34 

117,30 

151,17 

33,87 

1934-35 

134,58 . 

155,50 

20,92 

1935-36 

152,01 

154,54* 

• 2,^ 

1936 37 

144,08 

• 

* 192,41 

48,33 • 

1937-38 

177,23 • 

. 189,77 

12,54. 



Table U. (Ref. p. 21, App. 11. B) 

* y * 

IMPORTS OP MERCHANDISE 

The following table shows the comparative importance 
of the principal articles imported into British India:— • . 


Imports Percentage on 
1938-39 total imports 
(in thousands of merchan- 
of Rupees) dise in 1938-39. 


Cotton & Cotton goods 

22,66,20 

14,88 

Machinery and millwork 

19,04,78 

12,50 

Oils 

15,62,41 

10,26 

Grain, pulse, and flour 

13,76,46 

9,04 

Metals and ores 

10,86,52 

7,13 

Vehicles 

6,68,26 

4.39 

Instruments, apparatus & appliances 

5,85,27 

3,84 

Paper and pasteboard 

3,22,93 

2,12 

Dyeing and tanning substances 

3,11,20 

2,05 

' Chemicals 

3,05,29 

2,01 

Wood & Timber 

2,86,69 

1,88 

Wool, raw and manufactured 

2,81,90 

1,85 

Spices 

2,63,43 

1,73 

Hardware 

2,57,27 

1,69 

Provisions and oilman’s stores 

2,48,41 

. 1.63 

Artificial silk 

2,23,62 

1.47 

Drugs and Medicines 

2,23,53 

1,45 

Liquors 

2,10,83 

1.38 

Silk, raw & manufactured 

1,94,15 

1,27 

Rubber manufactures 

1,40,56 

0,92 

Fruits & Vegfetables 

1,34,43 

0,88. 

Glass and glassware • 

1,25,12 

0,82 

Precious stones and pearls unset 

1,15,03 

0,75 

Manures 

1,05,17 

0,69 

"^uacco 

1,04,55 

0,69 



• Table II— Contd. 


/iMpbitrS OF MERCHANDISE 

Imports Percentage on 

1938-39 total imports 

• of merchan- 

( in thousands of rupees ) dis^ in 1938-39. 

Tea Chests 

90,30 


0.59 

Paints & painters materials 

88,99 


•0.58 

Stationery 

67,04 


0.44 * 

Toilet requisites * 

66,06 


0.43 

Building & Engineering materials 

62,18 


041 

Books printed etc. 

59,62 


0-39 

Arms, ammunition & military stores 50,17 


0.33 

Belting for machinery 

49,11 


0.32 

Apparel 

47,50 


0.31 

Haberdashery and millinery 

46,52 


0.31 

Sugar 

45,58 


0.30 

Clocks and watches and parts 

42,63 


0.28 

Earthenware and porcelain 

. 39,19 


0.26 

Bobbins 

37,92 


0.25 

Salt 

37,80 


0.25 

Toys and requisites for games 

37,30 


0.24 

Tallow & Stearine 

32,10 


0,21 

^Animals living 

30,72 


0.21 

Gums and resins 

to 

30,13 


0.20 

Paper making materials 

27.39 


0.18 

Cutlery 

25,64 


0.17 

Matches 

23,52 


0.15 

Soap 

22,44 


0.15 

Max, raw & manufactured 

17,96 


0.12 

Fuiaiiture and cabinet ware 

15,95 

• • 

o.ip 

Tea * 

15,73 


0.10 

Boots and Shoes • 

15,45. 


0.10 

Umbr^las and fittings 

• , 14,87 


0.10. 

Jewellery, also platewOf gold and silver 8,25 


0.05-^'" 


25 
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Table II— Contd. 
IMPORTS OF MERCHANPISE 

_ _e 



Imports 

Percentage oii 


1938 3^ 

total imports 
of Inerchan- 

(in thousands of rupees) 


dise in 1938-39. 

0>al and coke 

8,05 

0.05 

Fish (excluding canned fish ) 

6,89 

0.05 

Jute and jute goods 

5,93 

0.04 

All other articles 

7,63,53 

‘5.01 

152,32,77 

100.00 



Table UI. 

iJJlPORTS THE YEAR 1936-1937 
(In thousands of Rupees) 

W 

• Name of the. Commodity EHrect Inter- For mecha- 

human mediate nical pur- 



consump- 

tion 

use 

Apparel 

4870 


Hats ’ 

1400 


Secondhand Clothing 

800 


Total of all Apparels 

7972 


Arms 

6600 


Asbestos 


1338 

Beltings 


4595 

Bobbins 


2243 

Books 

5703 


Boots and Shoes 

2119 


' Brushes and Brooms 

• 

1342 

Bricks 

2,26 


Cement 


1880 

Tiles 


971 

Buttons 

2146 


•Cheiiiicals : 



Acids* ^ 


915 

Ammonia & Salts 


1094 

Bleaching Materials 


949 

Calcium (k>mpounds 


686 

XHopper Sulphates 

. 

329 

Disinfectants 

677 


Lestd Compounds 


111* 

Magnesium Compound 


426 

Pottasium Ck)mpound 


1108 

Sodium Compound 


11443 

Sulphur Brimestonff 


2185 



Table III— Conld. 


Name of the Commodity 


‘Direct ♦ IiiJter- Hor*mecha 
'numan mediate ni<^l pur 
consump- use poses 
tion • 


Zinc Compounds 
Other Chemicals 

T6tal of Chemicals 


862 

6008 


27219 


China Clay 


879 

Clocks and Watches 

4037 


Coal and Coke 


1518 

Cordage 


906 

Cork 


472 

Cutlery 

2858 


Drugs and Medicines 

Dyeing and Tanning 

20683 


susbstances 

« 

.Earthenware and Porcelin 


30134 

Domestic 

1918 


Electrical 


2434 

Fireworks 

756 


Electroplates ware 

226 


Fish 

1780 


Fruits and Vegetables 

14169 


Furniture and Cabinet ware 

Glass and Glassware: 

2145 


Bangles 

2802 


Beads 

1215 


Bottles ♦ . 


2355 

Funnels and Globes 

578 . 


Scientific Glassware 


151 

Sheets and Plateglass 

' 2143 


' ■’^m^jeware 

451 


Other Glassware 

3075 

0 



Table III — Contd. 


Name of tile Com^odi4y 

Direct 

Inter- 

For mecha 


hiAnan 

mediate 

nical 

pur 


consump- 

use 

poses 



tion 




Grainj,, Pulse and Flour 

7201 




Gums and Reisins 


2311 



Hairs and Manufactures of 





Hair 

227 




Hardware : 





Agricultural Implements 




238 

Builders’ Hardware 


2265 



Domestic Hardware 

1056 




Enamel Ironware 

1480 




Implements and Tools 


4530 



Lamps 

4355 




Metal Lamps 

669 




Parts of Lamps 

334 




Stoves 

473 ' 




Other Hardware 

13209 




Hides and Skins 


1203 



Electric Fans 

3515 




Electric Wires and Cables 

4357 




' Telegraph and Telephone 





Wirei 


357 



Baie Copper Wire 


1452 



Telephone and Telegraph 





Instruments 


1919 



•Electric Lamps 

1249 




Torches 

323 




Accessciries of Elec. Lati()ps 

1402 




Batteries 


2573 



Accumulators 


637 



Meters , 


1138 



Electro Medical Apparatus ^ 

1 

363 

• 





Table III— Contd. 


Name of the Commodity 


Direct '* Iivter- ^'ormecha- 
buman mediate nic^ pur- 
consump- use poses 
tion 


Switchboard 


310 

* 

Other Electrical Goods 


2986 


1 

Musical Instruments 

1045 



Talking Machine 

1543 • 


• 

Optical Instruments 

772 



Photographic Instruments 


8964 


Cinema Films 


4863 


Scientific Instruments 


1421 


Surgical Instruments 

1378 



Wireless Apparatus 

3520 



Ivory 

840 



Jewellery 

1442 



Lac 

1576 



Leather & Leather goods 


5110 


Liquors, Spirits and Wines 23961 



Railway Oil Engines & 




parts of Oil Engines 



379 

Railway Steam Engines & 




parts thereof 



. .975 

Railway locomotive Engines 




and tenders and parts thereof 



4625 

Other Gas Engines & parts thereof 


120 

Other Oil Engines for other 




purposes and parts thereof 



7868 

Other Sleam Engines for other 




purposes and parts thereof 



1324 

Electrical Machinery other thsm 


• 

apparatus, appliances and parts 



therbof 



25517 



Tftble 2U*'**CioAtd. 


Name of t];ie ComQiodity . Direct Inter* 

human mediate 

t 

consump* use 

tion 


Other Machinery excluding prime 
mover^and electrical machinery 
Manures 8007 

Matches 48472 

Mats and Mattings 529 

Metals: 

Alliuninium 
Antifriction 
Brass and Bronze 
Copper 
Ferro Alloys 
German Silver 
Iron and Steel 
• Lead 
Quick Silver 
Solder 
Tin 

Zinc or Spleter 
Mica 
'oils 


Oil CloSi and Floor Cloth 645 

Paints an4 Painters materials 9683 
Paper 24627 

Pasteboard 

Paper making materials 
Paraffin wax 155 

Perfumery 223 

?itch Tar 

Plants 193 , 

Polishes 2519 


4343 

186 

9953 

8050 

234 

1419 

51028 

533 

175 

426 

5949 

5348 

70 

72527 


3540 

1464 


242 


For mecha<« 
nical pur- 
poses 


22540 



Table III— Contd. 


Name of the Commodity Direct 

liuman 

consump- 

tion 

Precious Stones & Pearl 9761 

Printing & Lithographic 
machinery & materials 
Prints, Engravings & Picture 287 
Provision & Oilmen’s stores 32021 
Rubber 

Rubber manufactures 
Salt 
Seeds 

Shells and Lowers 
Smoker’s requisites 
Soap 
Spices 

Starch, Farina & Dextrine 
Stationery 
Stones and Marbles 
* Sugar 

Tallow and Stearine 
Tea 

Teachests 

Telegraph materials 
Cotton 

Twist and Yarn ) 

Cotton manufactures I 

Flax manufactures 
Haberdeshery & millinery 
Hemp „ j 
Hemp manufactures * 

Jute „ 

Silk 

Wood Raw' 


6048 

11327 

100 

341 

2685 

18775 

7517 

2391 

1815 


174830 

1701 

6434 

119 
„ 918 
24186 


Inter- 

mediate 

use 


204 

21124 


4419 

783 

3570 

5626 

213 

58467 


583 


For macha- 
hical pur- 
poses 


3526 


5952 



Table HI— Contd. 


• • 


Name of Convnodity . 

Direct 

• 

h^man 

consump- 

tion 

Inter- 

mediate 

use 

For mecha- 
nical pur- 
poses 

• • 

Wool Manufactures 

22741 



Artificial Silk Yarn 


9939 


Manufactures of Artificial 




Silk and other manufactures 



mixed .with Artificial silk 

26618 



Tobacco 

6082 



Toilet requisites 

6724 



Toys and requisites for games 4352 



Umbrella and Umbrella fittings 1940 



Vehicles & parts thereof 

65776 



Wax 


159 


Wood and Timber 


4901 

. * . 

'^otal of the above 

» 



commodities 

698818 

426677 

67112 



Table IV. (Ref..P. 23, App. IL B) 


1936-37' 1^37-38 .1938-39 

(In Lakhs of Rupees) 


Prime-movere 

Electrical 

Agricultural machinery 
Boilers 

Metal working (chiefly machine 
tools) 

Mining 

Oil Crushing and refining 
Paper Mill 
Refrigerating 
Rice and flour mills 
Saw Mill 

^wing & Knitting machines & 
parts 

Sugar machinery 
Tea machinery 
Cotton machinery 
Jute mill machinery 
Wool machinery 

Typewriters, including parts 
& accessories 

Printing & Litliographing 
presses 

Belting for machinery 


1,55 

1,70 

i,87 

2,46 

2,69 

3,72 

11 

11 

14 

80 

• 

1,17 

1,40 

28 

36 

39 

10 

17 

25 

20 

23 

44 

8 

45 

28 

14 

28 

14 

6 

9 

7 

3 

4 

4 

54 

82 

57 

94 

69 

61 

15 

2i 

23 

1,80 

2,92 

2,67 

74 

1,06 

71 

3 

3 

2 

19 

22 

15 

18f^ 

23 

19 

42 

60 

• 49 





APPENDIX IIIA 


A NOTE ON 

INDIA'S BALANCE OF PAYMENT 

By Prof. J. J. ANJARIA 


The maintenance of an even balance of payments for a 
Country is a matter primarily of adopting the right currency 
policy, taking into account all the diverse factors which affect 
the demand for and supply of one country’s currency in 
terms of that of another. It must therefore be emphasised 
that the rate of exchange at which our currency is stabilised 
—if it is soMabilised at all— in terms of gold or of any other 
currency exerts a profound influence on our balance of pay* 
mentsT'firstly, by altering the merchandise balance of trade, 
and, secondly, by influencing the movements of short-term 
capital. Fundamentally, therefore, the consideration of the 
problem of maintaining our balance of payments belongs to 
the sphere of the sub-committee which deals with Currency. 
If, as is likely, we seek to follow the policy Q^stabilising our 
internal price-level, and if, as is also likely, the different 
countries of the world we have to deal with, follow a similar 
polity after the end of the war, t]|}e devides of exchange con- 
trol and payments^greements, whicA we alt at present t^pt- . 
ed to assume as rather temporaiypalliativ^, would be further ‘ 
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developed in the interests of each country’s balance of payr 
ipentsJ This will raise the question of what Indian’s currency 
policy should be in the interes'ts not oniy of , her internal eco- 
nomy but also of the external obligations. In view of these ' 
considerations, we do not feel that it is possible for us at this 
stage and in this context to define our long-range‘~ policy 
regarding tha balance of payments. Not ofily are theVeso 
many uncertain world factors to be taken into account:, but 
the question obviously involves issues which lie outside our 
scope hete. In this chapter we make an attempt to indicate 
the general nature of our balance of payments’ position, and 
the possible changes in the direction of some of the items in 
the same. 


The Merchandise Balance of Trade: 

An excess of merchandise exports over imports has been 
a conspicuous feature of India’s foreign trade all through, and 
the persistence of the same has been sought to be explained 
in terms of the political ‘drain’ to England in view of our 
relationship to that country. Table I below reproduced from 
the Review of the Trade of India (1938-39) gives figures for 
our merchandise exports and imports, and our balance of 
trade during the five years ending 1938-39 with quinquennial 
averages for the past seventy years. It is important to note 
that whereas the average ‘favourable balance’ was Rs, 72.56 
crores for the pre-war quinquennium, and Rs. 66.58 crores 
for the war quinquennium, it declined to Rs. 39.3 crores in 

* Though of course, they do not end with that, “Ex- 
change control not only limits international lending and world 
trade in general. Hut also twists and raises the price structure of 
the country applying it in such a way as to reduce its export 
capacity in world nuirkets, .requires an extremely .high 
degree of state interference' with, and control of, all branches of 
economic life”. — League of Nations Report on Exchange Control. 



Trade 


hs 

the post-war ^uinqpenniumi and, except for. the 1924-25 to 
1928-i9 period, wjien it was Rs. 102.5 crores, it has been* 

• consistea|ly low during recent years, being only Rs. 14.46 
crores in 1938-39. If our liabilities in the external balance- 
shee^ had declined correspondingly, there would be nothing 

• extraordinary or alarming about this decline. The fact, how- 
ever, fs that our Aabilities by way of Home Charges, freights, 
banking; and insurance charges, etc. are more or less indepen- 
dent of the variations in relative prices, and we have to find 
credit items to counterbalance them.* As will be clear pre- 
sently our gold exports since 1931 have come in very handy 

ij 

for the purpose. Here it is necessary to state that the pecu- 
liar character of our merchandise exports and imports is a 
factor that weakens our position vis-a-vis the balance of 
payments. On the export side, we rely mainly on a few 
commodities like jute, cotton, tea and oil-seeds, which in 
1938-39 accounted for nearly 67.5% of the total value of our 
exports. Our imports being mainly manufactured goods 
show a greater heterogeneity in their composition. ’ It would 
be* hazardous to venture any definite statement as to the 
'elasticity of the foreigner’s demand for our exports and the 
elasticity of our demand for imports from foreign countries. 
It is possible, however, that whereas a fall in the prices of. 


* The position has changed radically since the 15th of August, 
•1947. ^Editor. 

•The comparative importance of the principal articles 
imported into India can be judged from the following figures for 
1938 39 : 

Heads of Import Percentage of total imports 


Cotton and cotton goods 

14.88 

Machinery & millwork 


Oils' • 

10.26 

Grain, pulse & flour 

9.04 

Metals land ores 

7.13 

Vehicles ^ 

4.39 

Instrum^ts. apparatus & appliances • 

384 
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* 4 * • 

manufactured goods such as we import is 'likel^^ to nu'ke 'us 
increase our total outlay on .these goq^, it would .be difficult 
for us to evoke a similar response on the part of foreigners 
by means of a diminution in the prices of raw materials such 
as we export. Even if, as a result of the Plan^we lower our 
production costs substantially, it is very doubtful if we can 

r * 

secure any substantial increase in our merchandise balance 
by stimulating our exports. 


Export and Import of Treasure: 

One of the items that until recently liquidated a part of 
our credit on merchandise account was the import of trea- 
sure. Since 1931, the position has been changed radically in 
that our exports of gold now go to add to our merchandise 
balance on the credit side. Table II below shows the imports 
and exports of treasure as well as of gold separately during 
.the the last five years with quinquennial averages for the past 
seventy years. The totel visible balance of trade, including < 
merchandise and treasure, can be seen from the following 
table : 



Balance cf Trade of India. 

' a . 

*(In lakhs of Rs.) 


Average of 5 years ending 


• 

• 

1913-14 1918-19 1923-24 1928-29 1933-34 

• • 

Balance of Trade in 
Merchandise 
(private) 

78,27 

76,31 

53,14 

» 

1,12,80 

• 

42,76 

Balance* of transac- 
tions in treasure 
(private) 

• 

-36,08 

-10,80 

-26,12 

-50,41 

25,44 

Total visible balance 
of trade 

42,19 

65,51 

27,02 

62,39 

68,20 


1934-35 1935-36.1936-37 1937-38 1938-39 

Balance of Trade in 

Merchandise 

(private) ^ 

• 

1 

23,42 

5,11 

51,19 

15,88 

17,56 

Balance of transac- 
tions in treasure 
(private) 

52,54 

35,41 

13,71 

14,36 

11,88 

•Total visible balance 

of trade 
• 

75,96 

40,52 

64,90 

,30,24 

29,44 

• 



Value of Merchandise and Treasure, and Go\^ separately, 

during the last five years,,with 'Qu^uemial Averages 

* « 

for the Past Seventy Years. **’ 


• 

Merchandise 

Treasure ' 

<w 

‘Gold 

. . .. .. _i 

Excess of 
Export over 
Imports 

Net Imports 

Net Jmports 

1914-15 to 1918-19 

66,58 

31,77 

7,88 

1919-2010 1923-24 

39,33 


20,99 

1924-25 to 1928-29 

102,49 

49,54 

33,50 

1929-30 to 1933-34 

37,46 

-28,88^ 

-30,72* 

In the year 1935-36 

2,53 

-37,06- 

-37,32* 

1936-37 

48,33 

-13,60=" 

-27,85* 

1937-38 

12,55 

-15,06- 

-16,33* 

1938-39 

14,46 

-11,96* 

-13,06* 

1939-40 

44,13 

*34,15* 

-34,67* 


Note’^Govemment transactions are included in this Table. 
* Net exports, 


Total Visible Balance of Trader 

( in lakhs of Rs. ) 

I , 4 


Pre-war 

average 

War 

average 

Post-war 

average’ 

1937-38 

1938-39 

• 

1939-40 

2S3(> 

B 

iQmii 

7,84 

11,08 

39,50 
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Since the eJtports of goM oanndt continue forever, and 
smce India’s Vequhrements of gold for industrial .purposes 
are under normal ■circpm^ances fairly large, we should he 
jpreparedt not merely to see gold disappear from the credit 
side, but figure on our debit side, and this must only increase • 
the nec^sity fpr Securing a larger favourable balance of trade 
in merchandise. • In other words, with the withdrawal of the 
adventitious aid of gold exports, the task of maintaining our 
balancd of payments would appear more difficult than ever. 


• Imports and Exports of Capital: 

If it is possible to borrow capital from abroad on the 
desired scale, a negative balance on income account would 
not matter, for the imports of capital on the credit side of 
our balance of payments would compensate for the same. It 
is well-known that during the latter part of the nineteenth 
century, and probably up to the end of the last world war, 
we imported considerable amounts of capital, and were thus 
al)le to maintain an equilibrium in the balance of payments. 
The statistics of export and import of capital are not directly* 
available, but various attempts have been made to arrive at 
some estimates on the basis of available evidence. While we 
do not put forward any estimate as quite dependable, we give 
. in Table III fielow for reference Mr. S. V. Pandit’s estimate 
of tl^ ijiflow of British capital to India each year during 
1898-99 to 1913-14. These figures show considerable varia- 
tions from year to year; but there is no doubt that we had 
a substantial credit balance up to the war-period on this 
score. Similarly, between 1914 and 1920, Prof. Shah has 
pointed out that the credits due to India for expenses defrayed 
by her^ Government on account of the British Government 
aggregated to £300 million in round figures.* The nineteenth 
century and the early years of, the present one represent It 

• * 

• *See foot note on page 230 

• • 
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period of free capital mov^mentSf and countries having a 
surplus pierduvndise balance were geijenally ready tp lend 
•capital abroad so as to help the^ countries witl^ a passive 
balance.* But after the onset of the*world depresi^On, an4 * 
the development of bilateralism in trade relationsi the flow of 
international lending has practically dried up.§ Tabl/e IV 
reproduced from the League of Naticms Report on 'Balances * 
of Payments gives the balances on account of goods, services 
and gold, and also, on capital account from 1923-24 onwards. 
Since 1931-32, there appears a negative balance on known 

I 

capital items exc^t for 1937-38, for which the positive 
balance is small, suggesting a net outward flow of ^capital, 
but since there are unrecorded exports and imports of 
capital on private account, we cannot come to any definite 
conclusion on this point, though there is a strong presump- 
tion that during recent years we have been paying off some 
of our debts. The following figures showing the Government 
of India’s Sterling Debt from 1909-14 is also indicative of the 
same trend : 

(Amount of Debt in millions of £s) 


Average for 

1909-14 

176.6 

If 

99 

1914-19 ' 

192.6 

99 

99 

1919-24 

219.3 

. 99 

99 

1924-29 

343.3 


* The position has been radically changed during World War 
II, where the whole of India’s Sterling Debt was paid off or 
repatriated, while a heavy credit balance in India’s fakknir was 
budt up in the shape of the so-called Sterling Balances. Whether 
any portion of these credits, aggregating over 1500 crores, wUl 
ever be realised is another question. — Editor. 

§ As the League of Nations Report on Balance of Pay- ' 
ments (1937\ puts it: "A true intemaHonal capital nuirket 
accessible to different groups of debtor countries hardly exists. 
Since the noddle of 192k, there has been a clear tendency in the 
creditor countries tO confine lendings to countries with which they 
'are closely related by political ties”, , 
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> ( As^oynt of Debt in milions £) 


Average fgr 

1929-30 

363.6 


1930-31 * 

387.9 


1931-32 

379.0 

9 ^ 99 

1932-33 

378.1 

<• 

99 99 

'19^34 

383.1 

• 

99 99 

19^35 

383.7 

99 ^ 99 

1935-36 

376.2 

99 99 

1936-37 

357.3 

99 99 

1937-38 

350.9 


1938-39 

348.7 


In the years to come, India will probably be on balance 
a capital exporting country rather than a capital importing 
country. Fresh capital may be raised abroad by the Govern- 
ment as well as by corporations from time to time, but the 
Planning Authority will probably have to make provision in 
the near future for a gradual repayment of our debts. 

It appears, then, from the tendencies reviewed so far, 
that our problem under the Plan is going to be one of secur- 
, idg an equilibrium in the face of (a) a smaller * favourable ’ 
balance on merchandise account, (\)) a negative balance on. 
account of treasure, and also (c) a negative balance on account 
of capital transactions. We shall realise the seriousness of 
the problem whra we add to this the fact that we have at 
present heavy* liabilities on account of Home Charges and 
* other ‘invisible imports*. On the one hand, we have to 
atteinpt at creating a larger export surplus on merchandise, 
and, on the other, we have to take steps to reduce our 
liabilities on these ‘ invisible items 

Home Charges: 

• ^ 

The large amount India has to paV by way of Home 
Charges to England has always dominated Government policy 

This is also materially chaieged since August^lSi, 1947, — Editw, 
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in regard to finance and exchange. In Table V ^re given the 
figures showing our Home Charge^ from the prerwar ^riod 
up to 1938-39. 'This figure of Rs. 32 *or 33 crores ^annually 
. includes expenditure on Railway Revenue Account, Debt 
Services, Civil Administration, Defence Services, Pensions 
and Allowances, etc. The following figures fof 193^37 "will 
give an idea* of the magnitude of each of these items : ‘ 

e " 

Heads of Account Expenditure (in crores of Rs.) 


Railway 12.18 

Defence Services ' 10.92 

Civil Administration 2.16 

Debt Service 7.23 

Pensions and Allowances 3.36 

Others .74 

Total 36.59 


A considerable saving can be effected on these items 
when the question of the fair adjustment of the financial oblig- 
£^tions between India and Britain is settled. We do not 
think it would be profitable to raise the question whether the 
moneys borrowed in England for the construction of rail- 
ways, for irrigation, books etc., have been really productive, • 
and whether the terms on which they ivere borrowed have 
always been fair. But there is no doubt that the policy of 
Indianisation, which a free India will follow, coupled with a 
policy of drastic retrenchment on civil and military expendi- 
ture, the only liability that will remain to be shouldered will « 
be by way of ^l\e payment of interest on capital borrowed. If 
we m^iy make a rough guess, the Hom<e Charges could' easily 
be reduced to half th& present figure w'hen India comes into 
her own.§ . u ^ 


, I See foot note otitpjge 2331 



Trade jt 33 • 

Freight Paymentt: 

• • 

• • 

Anp^er itein on Vhich India has to pay foreigners is 
’freight ^yments. These, of (xAirse, do not figure separately . 
in our balance of payments, because our imports are entered 
at c. i. ft valud. The fact remains, however, that most of the 
foreign trade and a considerable part of our coastal trade are 
in the.Jiands of foreign shipping companies. Freight pay- 
ments on our imports in the year 1913-14, according to Mr. 
Pandit’s calculations ( in his * India’s Balance of Indebtedness,’ 
p. 46 ), amounted to Rs. 13 crores. In Table VI we 'give 
figures 'from the Statistical Abstract showing the number 
and tonnage of ships of various nationalities which sailed 
into or out of Indian harbours in the year 1932-33. The 
fostering of an adequate Indian mercantile marine, not only 
for commercial purposes, but also as a second line of defence 
is an obvious measure of national policy to which the Plan- 
ning Authority will certainly pay attention. The sooner we 
are able to supply our own shipping services, the better will 
the position be from the point of view of our balance of payi 
ments. * 


Banking and Insurance Commissions: 

* ’ ’ Here again we have no statistics to show the precise 

magnitude of our liability abroad on account of our depend- 
ence on foreigners for these services. In the absence of 
precise information, we would merely point out here that the 
monopoly of e.'cchange banks has been felt by Indian business 
•houses as a great handicap to them in the matter of financing 
Indian trade. The Planning Authority must take steps to see 

§ With the disappearance of the chdrges on account of the. 
Sterling Debt, as also on account of the War Office, the "Home 
Charges” vcill be lowered to vanishing* point *after August •IS,* 
1947.— Editor. 
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that indigenous enterprise is fostered ip ^his directioij, and 
tfakt the foreign vested inter<^ are not allowed'i^rpetually 
to hinder the br6ad national ijaterests. Thi$ of courr||tft raises, 
the question of commercial discrimination in regard to 
whidi the Governor-General has, under the 1935 Act, special 
responsibilities. , * 


Conclusion: 

t 

To conclude this survey ; Therp is an urgent necessity 
for a comprehensive policy aiming at a strengthening of our 
balance of payments’ position, not only by means of en- 
couragement to our export trade wherever possible, but also 
by effecting substantial reductions in our external liabilities 
by substituting our own services in place of the services of 
foreigners. The whole question of the import of fresh 
capital, the payment of interest on old capital, as well as the 
mode of settling such payments in future must be entrusted 
to the Reserve Bank whm it becomes a truly national insti- , 
.tution.§ For, as we said at the outset, the maintenance of the 
balance of payments is a question of monetary policy, and it 
is but right that the country’s national Central Banking 
Authority should be entrusted with the duty of negotiating 
loans and repayments of capital in the interests' of the nation 
as a whole, which means that the lending and borrowing of 
capital on private account will have to be strictly regulated. 

§ The Reserve Bank of India has been nationalised since 
April 1, 1947; and is functioning as a national institution in the 
sense intended above. Its reorientation in basic policy, as the * 
Central , National Monetary Institution of the country with, a 
wholly socialised economy, has yet to aome. NationaUsdtion of 
Such institutions, white the rest of the banking and credit machi- 
nery of the country remam^ still in private hands, will no* yield 
all the benefit the country is legjitimately entitl/id to expect,, 

• ‘ —Editor, 



For Table I see p. 211. The figures there end with 1937-38 and . 
• ’ * ’begin with 1869-70. 

» • 

TabtoU 


Imports and Exports of Treasure as well as of Gold separately 
•during the last five years with quinquennial a^ierages 
for the past seventy years. 


e 



Treasure 


Goia 

• 

• 

Im- 

ports 

Ex- 

ports 

Net 

Im- 

ports 

Im- 

ports 

Ex- 

ports 

Net 

Im- 

ports 

Quinquranial average 

— 






1864-65 

to 

1868-69 

17,62 

1,80 

15,82 

6.15 

32 

5,83 

1869-70 

to 

1873-74 

8,26 

1,59 

6,67 

3,26 

19 

3,07 

1874-75 

to 

1878-79 

9,86 

2,81 

7,05 

1.68 

1,04 

64 

1879-80 

to 

1883-84 

11,66 

1,33 

10,33 

4,23 

10 

4,13 

1884-85 

to 

1888-89 

13,62 

1,64 

11,98 

3,41 

33 

3,08 

1889-90 

to 

1893-94 

17,92 

3,68 

14,24 

4.12 

2,02 

2,10 

1894-95 

to 

1898-99 

14,89 

6,40 

8,49 

5,48 

3,23 

2,25’ 

1899-1900 to 1903-04 

26,01 

11,65 

14,36 

13,00 

6,82 

6,19 

1904-05 

to 

1908-09 

36,15 

9,90 

26,25 

16,85 

7,50 

9,35 

1909-10 

to 

1^13-14 

47,20 

8,32 

38,88 

32,79 

4,64 

28,15 

el914-15 

to 

1918-19 

39,07 

7,30 

31,77 

12,14 

4,26 

7,88 

1919-20 

to 

1923-24 

53,16 

13,26 

39,90 

31,24 

10,25 

20,99 

1924,25 

to 

1928-29 

53,68 

4,14 

49,54 

33,68 

18 

33,50 

1929-30 

to 

1933-34 

13,38 

42,26 - 

-28,88* 

6,54 37,26 - 

30,72* 

In the year- 

- 









1934-35 

5,19 

63,51- 

-58,32* 

72 

53,26 - 

52,54* 



1935-36 

7,84 

44,90- 

-37,06* 

99 

38,31 - 

37,32* 



1936-37 

16,40 

30,00 • 

-13,60* 

1,61* 

29,4tf- 

27,85* 



1937-38 

4*71 

19,77 

-15,06* 

1,56 

17,89- 

1633? 

V 


1938-39 

3,24 

15,18 

-11,94* 

• 75 

13,80- 

13,05* 


*^et Exports^* 


TaUe in , , 

The Infhw of British Capital to^India every yeari 
during 1898-99 to 1913-14, 

( In lakhs of Rs. ) ' ' 


f 

Year 

Net Amount 
of Sterling 
Loans Raised 
by the 

Government 

Other 
Loans 
Publicly 
Raised in 
London 

r 

Total 

( 

1898-99 

149 

375 

524 

1899-1900 

- 18 

405 

387 

1900-01 

1,393 

855 

2,248 

1901-02 

131 

240 

371 

1902-03 

423 

360 

783. 

. 1903-04 

-612 

315 

-297 

1904-05 

- 23 

570 

547 

1905-06 

2,035 

525 

2,560 

1906-07 

160 

75 

235 

1907-08 

1,344 

300 

1,644 

1908-09 

673 

1,374 

' 2,047 

1909-10 

1,370 

1,027 

2,387 

1910-11 

1,184 

1,032 

2.216 

1911-12 

73 

529 

602 ‘ 

1912-13 

1 

« » 105 

455 

560. 

i913-14 

. -317 

‘ 785 

468 
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‘ hom£ charges 

In the following figures the rate of exchange till 31-3-1920 

•was *1 sM d.td a rupee. Between 1-4-1920 and 31-3-1927 the 

0 » 

rate was 2 s. and thereafter 1 s. 6 d. to a rupee. 


Home Charges at the Official 
Year rate of exchange. * 

* (In crores of Rs.) 


1909-14 (Average) 

29.5 

1914-19 (Average) 

33 

1919-24 (Average) 

35.5 

1924-29 (Average) 

36.5 

1929-30 

42.1 

. 1^30-31 

41,9 

1931-32 

41.2 

1932-33 

39.4 

1933-34 

38.5 

^ J934-35 

38 

' 1935-36 , 

38.1 

1936-37 

36.7 

1937-38 

33.7 

1938-39 

32.8 
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1. Number and Tonn&ge of StBam ond Sailinjl^.. Vessels . 
which entered with cargoes or in ballast at Ports in British India 
from foreign countries, distinguishing nationalities. 


r. 

Nationalities 1932*33 



Number 

Tons 

British 

f 

1,767 

1 

5,348,635 

British Indian 

197 

51,726 

Native 

637 

49,052 

Foreign : 

American 

41 

224,844 

Chinese 

2 

6,567 

Danish 

7 

16,442 . 

Dutdi 

70 

229,525 

French 

21 

112,763 

German 

96 

420,142 

Greek 

5 

13,989 

Italian 

121 

. 597,881 

Japanese 

164 

563,330 ■■ 

Norwegian 

92 

2B,336 

Russian 

• • • 

t • * ^ 

Swedish 

16 

48,055 

Other Nationalities 

5 

6,495 

Total Foreign 

640 

i 

2,453,369 




Table Vl-^Continued 



* which Cleared with cargoes or in ballast from ports in British^ 
India to foreign countries, distinguishing nationalities. 




Nationalities 1932-33 



Number 

Tons 

• 

» • 

British 

1,714 

5,224,771 

British Indian 

212 

62,058 

Native 

702 

54,344 

Foreign : 

American 

44 

235,184 

Chinese 

2 

3,848 

. Danish 

6 

14,717 • 

Dutch 

' 75 

240,305 

French 

16 

86,448 • 

German 

95 

419,215 

Greek 

3 

8,685 

Italian , 

123 

603,691 

Japanese 

171 

590,830 

Norwegian 

91 

207,993 

Russian 

• • « 

• • • 

Swedish 

15 

45,358 

Other Nationalities 

5 

7,303 

Total Foreign 

646 

2,463,577 



APPENDIX III B 


INDIA’S LAND FRONTIER TRADE 


It remains for us to offer a few remarks on one aspect 
of our external trade, namely, the land frontier trade. With 
the development of transoceanic communications, India's 
foreign trade developed rapidly with distant countries; and it 
assumed the character of the exchange of our raw materials 
with the finished products from industrially advanced coun- 
tries. The trade across our frontiers has, therefore, been 

< 1 - 

correspondingly neglected. It has been estimated at about 5 
to 6% of our sea borne trade. India has an extensive land 
frontier of about 5800 miles, and some of these transfrontier 
countries have no direct access to the sea which is a factor of 
considerable importance for the future of our entrepot trade. 
The forest and mountain barriers which separate India from 
these transfrontier countries are a natural handicap to the 
further development of trade. The future possibilities will, 
therefore, naturally dep^d to a very great extent upon the 
further development of transport facilitie:;. 
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PUnning and Land Frontier Trade : 

. 

Tije'^future laAd frontier trade under a planned eco- 
* nomy for this country must ddpend upon the possibilities of. 
exchanging in t]|^e main, the special products of this country 
witli those of the transfrontier countries. There can be no 
que^ion of exploiting these markets merely to dispose of our 
surplus products of industry, and entering into a competition 
in these markets not only with their indigenous products, but 
also with the products of countries like Russia aud Japan. 
We should also have to take into account the natural desire 
on the* part of these countries to develop their own resources 
and to foster the growth of their own industries. 


Difficulties regarding Data : 

We must say at the outset that our task of assessing the 
trends of our transfrontier trade, and of formulating our 
csonclusions on that subject has been made very difficult by 
the paucity of data available; and al&o by the frequent changes 
in the method of collecting and presenting the data. We find 
that up to 1925 we get figures of transfrontier exports and 
imports from and to different coimtries. Since 1925 we have 
only record pf rail borne traffic inwards and outwards at 
' certain railway stations near the frontier. These places for 
registration are divided into three groups. It is estimated 
that the bulk of the inward traffic at these places is intended 
to be transported beyond the frontier, and the bulk of the 
outward traffic consists of goods which have come from 
beyond the frontier. Evidently .it is not possible to specify 
the exact proportion of the frontier trade to the total trade 
rdgistCNred at these stations. The division into threS groups 
mentioned above makes it impossible to judge the precisp 
magnitude of our trade with the various* countries as such. 
Moreover, these figures included, *iftitil recently, our trade 
witinUe Shan States whiclware a part of Burma. The se^rd- 
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. tion of Burma has created further complications. It it true 
that this separation does not alter the fundamental needs of 
exchange as between this couhtry and *the '(i;;ountri4s b^ond 
Burma. But it does introdu6e a new factor, name*ly> the 
policy of the Burmese Government which would also have to 
be taken into account. Since 1937 our trade* figure3 with 
respect to Afganistan are separately register^, and we have 
now available two reports of the Indian Trade Agept in 
Kabul. Even here it would be hazardous to venture any 
deiSinite conclusion on the basis of rather scanty information 
yet available. There is also the further difficulty that where- 
as the earlier issues of the reviews of Indian trade give the 
values of imports and exports, the issues since 1926 give 
merely the quantities of various goods exported. On account 
of all these difficulties, and on account of the comparatively 
smaller importance of land frontier trade, we confine our- 
selves to offering a few comments of a general nature only. 
We feel that a proper policy in this regard will have to be 
formulated by the planning authority after a more thorough 
examination into the exact situation and the possibilities in 
regard to trade with thb different countries beyond the 
frontier. 


Main Trends in Land Frontier Trade; : 

Subject to the reservations above, we may judge* the 
main trends of our land frontier trade from the following 
figures up to 1925. 

Years Imports Exports Net Imports 


( In lakhs of rupees ) 


1913-14 ' 

12,02 

. 9,42 

2,60 ' 

Ayerage of 5 years 
1914-15 to 1918-19 

13,38 

11,49 

1,89 < 

1919-20 

" 17,02 

15,92 

1,10 

1920-2'1 

18,16 . 

15,81' 

2,3^i> 
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years I'mp6rts Exports Net Imports 

* (in lakhs of rupe^ ) 


» 

• 

* 


•1921-22 • 

17?17 

13,12 

4,05 

1922-23 

18,27 

15,20 

3,07 

. 1923-24. 

19,95 

16,27 

3,68 

1924^ 

23,08 

18,73 

. 4,25 


After this date we get the figures of imports and exports 
in terms of the quantities of various commodities £fnd wijth 
reference to groups (a), (b), and (c) as mentioned above. 'The 
main ifems of import dre grain and pulse, fruits, vegetables, 
nuts, rice, hides and skins, ghee, tobacco, raw wool, carpets 
and rugs, borax, raw jute, linseed, etc. On the export side 
we have cotton twist and yarn, cotton piecegoods foreign and 
Indian, dyes, dying materials, metals and manufactures there- 
of, sugar, tea, petroleum, salt, etc. It appears that the im< 
ports consist mainly of food stuffs and raw materials and 
some specialities. The figures of imports in terms of quan- 
tities show an almost continuous fall in practically all item^ 
except in the case of rice which Has registered a small ad- 
vance. On the export side while cotton twist and yam shows* 

a continuous fall from 93.5 thousand maunds in 1926-27 to 

• 

63.7 thousand maunds in 1936-37, the export of Indian piece- 
goods have ipsen from 236 thousand maunds in 1926-27 to 
' 311.5 thousand maunds in 1936-37. The export of foreign 
piecdgoods amoimted to 379.3 thousand maunds in 1926-27 ; 
th<^ were 181.4 thousand maunds in 1930-31, but have shot up 
again since thm rising to 310 thousand maunds in 1936-37. 
The future of the trade in cotton piecegoods may well be 
• taken as imcertain in view of the nationalist policies followed 
by some of these coimtries. The export of Indian sugar has 
shown *a steady progress and there seem to be lurthdlr possi- 
bilities in this direction. Tea is andther speciality which 
Ifadiathas been exporting and nSay possibly be able to export 
in larger quantities jin future. In ^§w of tiie comparatively» 

un^^(3oped diara&ter of these transfrontier 9 ountries, tlietb 



may be further possibilAies of mutually advantageous trade 
and the fact that we have on the whole an'unfavomrable 
balance of trad^e in regard •to these f/countries ^uld make 
them anxious to promote mutual trade. We recomiitend that»> 

' the control of land frontier trade should be vested in the 
same body which imder the planned economy contTpls''^and ^ 
supervises Indian sea borne trade. We give below actable 
from the Review of Trade which shows the diaracter of our 
land frontier trade during the past three years. 


Imports 


Articles Quantity ( in maunds ) 



1936-37 

1937-38 

1938-39 

Wheat 

203,001 

326,223 

174,958 

Gram & Pulse 

529,494 

471,584 

375,150 

llice 

Husked 

1,185,484 

1,585,035 

1,703,084 . 

Unhusked 

' 434,401 

436,795 

402,915 

Other grains, pulse & 
flour 

680,591 

1,125,189 

1,088,920 

Hides and skins 

169,315 

176,410 

136,647 

Tabacco 

99,810 

114,472- 

115,707 

Wool, raw 

263,562 

177,542 

190,324 ' 

Jute, raw (Nepal) 

293380 

221,023 

'206,905 

Linseed (from Nepal) 

349,151 

297,064 

420,117 

Mustard & rapeseed 

386,939 

352,579 

325,729 

(Nepal) 




Tre^ure < 

Ounces 

Ounces 

Ounce# 

Gold 

6,644 

1 

2,142 

3,644 

Silver 

. 663,080 

272,777 

198,583 
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^Articles^. • t^uantity (iiMnaunds) 

1936-^7 1937-38 1938-39 


* Gottqn piecegoo4s 


(Foreign and Indian) 

621,465 

615,487 

* 619,843 

Wheat** 

826,113 

459,870 

571,631 

Rice, husked 

606,317 

614,821 

.517,503 

Other grains pulse & 



• 

• 

flour « . • 

1.290,130 

1,148,559 

1,091,789 

Iron and steel, including 




machinery, hardware 




and cutlery 

515,088 

369,782 

481,888 

Petroleum 

393,957 

510,453 

553,422 

Salt 

1,517,143 

1,626,887 

1,628,150 

Sugar, refined and 




unrefined 

974,217 

1,075,563 

882,831 

Tea? 

190,255 

169,595 

154,328. 

'fobacco 

110,870 . 

105,112 

121,061 

Treasure 

Ounces 

Ounces 

Ounces 

Gold 

34,606 

601 

• 

11 

Silver 

2,077,625 

566346 

536,164 


We may also say a word about the Indo-Afghan trade, 
the value of which including transit trade was Rs. 46.4 lakhs 
• in 1938-39. The principal items, of imports into India from 
Af^anistan are skins and furs and fruits, nuts and y^e* 
tables.* In the case of exports foreign goods iff transit 
accounted for 73.5% of the total expoArts in the year under 
review. The exports of cottonp manufacture to Afghanistan 
in 1938-39 were valued at Rs. 26.3 Ihkhs which is slightly.les$ 
than^Hle figure for* the pre^ous yc^r. The Indian exports of 
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woollen goods and sugar* have an advantage in the Afghan 
market in regard to tea and to some .extent *in regaard to 
cement and paper. Even he^^ we' sh9uld<have t^ consider 
the effects of the Russo-Afg]}.an Trade Agreement '^d the. 
' exchange control policy adopted by the Government of the 
country. “The aim of the Afghan Governmeint”, says «. the 
Report of the Indian Trade Agent at Kabul, “is to piake 
Afghanistan as self-supporting as possible in the supply at 
least of cotton textiles, woollen goods and sugar”. It 'is facts 
such as these which make it necessary that the situation in 
regard to our trade relations with transfrontier countries 
should be analysed in further detail by the Planning Autho- 
rity in order to be able to arrive at dependable conclusions. 


Land Frontier Trade and International Trade 

The only point we want to emphasise here is that the 
future of our land frontier trade is bound up with the future 
qf international trade in general and our foreign trade in 
particular. It may be th^t after the end of the war we may 
•witness the formation of certain groups of countries into 
Zollvereins, which would follow a protectionist policy with 
regard to outsiders but a policy of friendly free trade as 
between the members. As India is a coimtry of continental 
size and of diversified resources which make it" possible . for 
her to be the centre of such a group, the fostering of, harmo- 
nious economic and political relations with these neighbour- 
ing countries may be a factor of paramount importance in 
our future policy. We put forward this suggestion for 
future investigation by the Planning Authority. The present 
war has already diverted our trade from European countries, 
and a n^ hac risen of exploiting fresh markets elsewhere. 
The (^esirability of rapid development of transport facilities 
£hid of better commercial inte]iligence in respect of the transr 
frontier countries must^arsume greater importance in view 
of the possibility we have just suggested. * , 



NOTE 


(bringing upto date) 

ON 

INTERNAL TRADE^ 


As regards the section of our Report dealing with in* 
ternal trade, we should like to make the following points : — * 
1. It is obvious that our estimate regarding the volume 
of internal trade and the present position and future possi* * 
bilities of inter-provincial trade are based on information 
available when the report was drafted (about 1940). The 
figures given in the report and in the appendices may, there- 
.<-forej be taken as only indicative of the general position, 
While during the last few years important changes have 
takpn place in the economic system of the country, and the 
inflation of currency coupled with a variety of economic 
controls and other exceptional factors must have changed 
^ radically the total value of internal trade and of the various 
items entering into the same, there is no reason to believe 
that thp general outlines of the picture as pfc^ented Vy us 

W 

* This forms part of the Trade Sub-Committee report which 
has been approved by both the Chaifman am} Secretary of {ha{ 
SuV^'&emmittee, 
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and of the policy outlined in the Report needs to be sub- 
stantially altered. . * * 

2. We shot^ild like, hov/ever, to draw pttentidn tp para- 
. graphs 12 and 13 which deal ^ith the question of the’^coordi-* 
nation of inter-provincial plans and policies. In these 
paragraphs we referred to the danger of a clash of interns, 
methods and ideals between different provindbs left to them- 
selves. We argued that, under a planned economy,, there 
would be so many matters of common interests between the 
different r^onal authorities that we must think only in 
terms of the whole country as one economic unit ; that while 
an attempt must be made deliberately to raise the l§vel of 
life in the less developed provinces and regions, care must be 
taken to see that the requirements of different regions are 
properly adjusted in relation to the needs of the country as 
a whole. For this purpose, we suggested the setting up of an 
inter-provincial body like the Inter-State Commerce Com- 
mission in U. S. A. The experience of the war has greatly 
strengthened our point in this r^ard. The B^gal famine 
dnd the food difficulties in other parts of the country were, 
it is admitted by all, due to lack of inter-provincial co-ordi- 
nation and adequate Central control. In other matters, also, 
the best development of Indian resources can be only achi- 
eved treating the country as one whole, consistently, of 
course, with the full development of the potmt j^lities of each 
r^ion and unit. There has been a great deal of discussion ' 
on this matter, but it seems to us that the contrast usually 
presented between the centralised and decentralised forms, of 
economic planning is unnecessarily overdrawn. Any practi- 
cal scheme of planning will have to combine both the 
principles, so as to reconcile the interests of uniformity in , 
conception and direction with a certain amount of flexibility 
and variety in execution and admiiustration. There is ho 
peed to entertain the fear that the caitral planning authority 
will devote disproportionate attention to the development of 
regions already highly <lildu8trialized or other favoured re- 
gionh. We should, therefpre, r^terate our conclusiGh that 



whatever the political or conatituflonal arrangements that 
may he made for t!te.administration of free India in>the nrar 
future, st^^s must taken tp secure a imified and well* 
.coordihiit^ policy for the coi^try as a whole irrespective 
of its administrative or other division. 

« 3. Afte/ para 19 we would add the following 
^T^ie attempt made by us to estimate our internal trade 
and its distribution revealed serious defidendes in our 
statistical material. In chapter IV, Appendix I, we referred 
to the inadequacy and imperfections of the available stati- 
stical data’,which make it impossible for us to arrive at. afiy 
predsn conclusion regarding even the most important aspects 
of our internal trade. The defidoicies of Indian statistics in 
this, as well as in other branches have been commented upon 
by a number of conunittees; and it is not necessary for us to 
go over the same ground again. However, we should like to 
stress here our opinion that the compilation of all statistics 
r^arding production, transport, trade, etc., should be 
brought under control so as to keep in view the purposive 
character of each kind of statistical information. 



NOTE 


( bringing upto dtite ) 

t 

ON 

INDIA’S EXTERNAL TRADE 


In respect of external trade and the balance of payments 
it, would appear that the changes in the factual situation as 
well as in point of view necessitated by the events of the war 
years are more far-reaching than in the case of internal trade. 
The following note tries to bring out these major changes, 
and emphasises their significance from the point of view of 
the general position taken up by us in the relevant sections 
of our Report. 

1. The war has brought about large changes in the 
course of India’s foreign trade: but on account of (a) the 
deficiencies of the available statistical information, and (b) 
the exceptional character of war-time factors, it is difficult 
to assess the long term significance of these changes. 

2. The following table shows the value of India’s ex- 
ports and imports together with the balances of trade since 
1938/39:-. 

Table I 

( In lakhs of Rupees ) 


Years 

Exports 

including 

re-exports 

Imports 

Balance of trade 
in private 
merchandise 

1938-39 

1.69,21 

1,51,83 

+ 17,38 

1939-40 

2,13,57 

1,64,76 

+48,81 

1940-^1< 

‘ 1,98,69 

1,56,72 

+41,97 

1941-42 

2,52,8^ c 

1,72,86' 

+80,02 

i94243 

1,9^70 

, 1,10,39 

+84,31 

194344 

2,09,99 t *' 

1,19,05 

+90,94 

194445 

2,27,07 

2,00,99 

' .1 +26^62 
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The figured of exports And? imports 'do not reveal any 
immediate brfiak irf continuity as compared with the year pr 
two beforri the war, and tKe lastlwo years register an increase 
•in the l^otal volume of foreign trade. Actually, however, 
these figures conceal the large changes in the export and’ 
import j)rices.ddring the war years; and thus fail to give a 
prop#r idea of the change in the real volume of trade. The 
following table gives comparative indices showing the quan- 
tum anU price level of imports and exports during the war 
years : — 


Table II 

Original base 1927-28—100 Shifted to 1938-39—100 


Imports 



1939-40 

1940-41 

1941-42 

1942-43 

1943-44 

Quantum 

102.0 

81.3 

74.2 

37.6 

39.9 

Increase -{■ or 
decrease — 

+ 20 

-20.3 

-8.7 

-49.3 

+6.4 

Price level 

106.4 

126.7 

• 153.4 

192.9 

195.5 

Increase or 





• 

decrease 

+ 6.4 

+ 19.1 

+21.1 

+25.7 

+ 1.3 



Exports 





1939-40 

1940-41 

1941-42 

1942-43 

1943-44 

Quantum 

104.5 

88.1 

93.7 

62.4 

53.8 

Intfrease + or 
decrease — 

+ 4.5 

-15.7 

+ 6.4 

-33.3 

-13.8 

Price level 
• Increase or 

119.8 

130.3 

1.55.9 

184.6 

227.4 

decrease 

• 

1 , 

+ 19.8 

+ 8.8 

+ 19.6 

,+.18.4 

+28.2 

* . 


t 

,It appears from the abovedhat, for the War period as a 
whole, the quantum of imports fell ^wuch more rapidly ^aq 
the*^?ftitum of exports; an^ the price level of exports 'rose * 
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^ much more than that of imports. The greater shrinkage in 
^e ipiports relatively to the exports can be explained the 
preoccupation of other countries with thcv War, *an4 their 
•absolute incapacity to export to this country. In the' case of 
exports on the other hand, Government policy aimed at 
maintaining them in the interests of the Empire War* Effort. 
In fact, as is well known, the exclusion of ti^e on defence 
account from Government publications underestimate^ to a 
considerable extent the volume of India’s exports. The result 

o 

has been the sharply rising favourable balances of trade as 
shown in Table I above. The total surplus accrued to India 
during the war years works out at Rs^ 389.51 crores; and this 
has been one of the sources for the accumulation of sterling 
balances in England. It is noteworthy, however, that the 
import figures have been looking up since 1943/44; and that 
in 1944/45 the favourable balance of trade shrank to less than 
one-third of the previous year’s figure.* 

3. The following table shows the changes in the ratio 
of export to import prices up to 1943/44 

* i A ^ ^ ^ ^ 


1939/40 

113 

1940/41 

103 

1941/42 

102 

1942/43 

96 

1943/44 

116 


It will be seen from the above that althoi^gh there has 
been on the whole an improvement in the terms of trade as ' • 
shown by this ratio for the period as a whole, it has by no 
means been spectacular. In fact, for the years 1940/41. to 
1942/43, the ratio of export to import prices shows a conti- 
nuous decline. This probably reflects the fact that a large 
proportion of our exports was sold at controlled prices to , 

f * 

The unfavourable balance during the first ei^t months' of 
1945 worked out at Rs.‘16 crores. For the whole year 1945-46 
the balance was against to the ejctent of 72 lakhs; but in thf. next 
year, 1946-47, the balande 'was favourable to the extent of 41.03 
crores. — Editor.^ ^ 



special Governmental agendfes.* 

The* foll<Mng table brings out thi changes in the 
composition of Mdia*s>exports and imports by the three ' well 
•known “categories of foodstuffs, raw materials and manu-^ 
factures !— 


Table III 

Imports (In crores of Rupees) 


Year 

• 

Food stuffs 

f 

Raw materials 

s 

Manufactures 

1938-39 

24.00 

33.18 

92.79 


(15.17) 

(21.7) 

(60.8) 

1939-40 

35.29 

36.13 

91.81 


(21.4) 

(21.9) 

(55.5) 

1940-41 

23.81 

42.10 

89.51 


(15.2) 

(26.8) 

(57.0) 

1941-42 

27.84 

50.05 

93.65 

• 

(16.1) 

(28.9) 

(54.1) • 

1942-43 

7.62 

51.95 

49.52 


(6.9) 

(47.0) 

(44.8) 

1943-44 

8.13 

63.94 

45.12 


(6.8) 

(53.8) 

(38.0) 

1945 

21.75 

128.05 

84.47 

• 

’ (9.2) 

(54.0) 

(35.6) 

1946. . 

33.69 

76.60 

145.41 

s 

(12.8) 

(29.2) 

(55.4) 

Exports 

1938-39 

39.43 

76.28 

50.72 

• 

• 

(23.3) 

(45.1) 

(S0.0) 

1939-40 

' 40.66 

91.53 ' 

79.08 

• 

f 

(19.0) 

.(42.9) 

(37.0) 

1940-41 

42.39 

68.33* 

85.8^ 


(21.3) 

(H4) 

(43.1) • 
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Table IM— Contd. 


Export 

(In crores of Rupees') 

* ■ 4 • 


..Year 

Food stuffs 

< 

RUw materials 

Manufactures' 

1941-42 

60.44 

73.04 

llF.Og 


. (23.9) 

(28.9) 

(45.&) 

1942-43 

48.61 

45.21 

98,33 


(25.0) 

(23.2) 

(^.5) 

1943-44’ 

48.14 

53.73 

105.89 

< 

(22.9) 

(25.6) 

50.4) 

1945 

53.25 

75.75* 

103.31 


(22.3) 

(31.7) 

(44.0) 

1946 

58.43 

104.49 

135.78 


(19.2) 

(34.4) 

(44.7) 


The table shows immediately the striking change in the 
composition of our external trade which has been referred to 
often as indicative of the growing industrialisation of the 
^ country. Thus, whereas*' in 1938/39 the percentage of manu- 
factures imported into the country totalled 60.8, in 1943/44 it 
>vas only 38. The imports of foodstuffs declined from 15.7 
to 6.8 per cent, of the total, mainly because of the stoppage of 
Burma rice, and the unavailability of food grai];is from other 
countries. The imports of raw materials on the other hand 
registered a sharp rise from 21.7% in 1938/39 to S3. 8% in 
1943/44. Similarly as regards exports, manufactures increas- 
ed from 30 to 50.4 per cent, while foodstuffs accounted for 
about the same percentage, 23.3 in 1938/39 and 22.9 in 1943/44. 
It would, however, be too much lo conclude from this that, 
the change in composition is due to the progress of industrial- 
isati($n during the war. The fact simply is that there had to 
be a large reduction “irl our imports, 61 per cent of which were 
by way of manufactured goods before the war. These pianu- 
•factured goods were ju^ft'not available either because of the 
prior demand for war goojJs or thp shortage of shippirigTpace. 
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F. 

^ Siniil&rly, bn the expoH sidcj the change in composi* 
tion is only a reflection of the fact that India was used as. a 
supplier of certaih categories of manufactured goods to the 
•war thedtres in tfie Middle East ni d elsewhere. The compo- 
sition of a country’s foreign trade has significance in normal’ 
tinfes ^ it indicates the industrial strength of the country 
rela^vely to the other countries with which it is in active 
contact. Under those conditions a change in composition 
leading to a higher percentage of manufactured exports to 
raw material exports would indicate an improvement in the 
country’s manufacturing capacity. But no such conclusions 
can be*drawn from suoh a change during the war period, for 
the whole pattern of trade in war time is the resultant of 
elaborate export and import controls and a number of extra- 
economic factors. It would be nearer the truth to argue that 
the level to which our imports as a whole have been allowed 
to fall measures the extent of privation which we have had 
to suffer by way of the serious shortage of food and articles 
of civilian consumption, as also of the machinery and plant 
necessary for maintaining the capital equipment of our in- 
dustries intact. The trade policy .followed by the Govern- 
ment of India during the war years has thus meant, on tho 
one hand, a reduction in civilian consumption goods and also 
a wearing down of the country’s productive apparatus. The 
consequence will be that when the U. K. and U. S. A. resume 
peace-time p’roduction, this change in the composition of 
external trade will be reversed. We shall begin to import 
m 9 re machinery, durable consumption goods, as well as large 
number of articles of foreign origin, the demand for which 
has been artificially held in check all these years. Unless 
steps are taken to allow imports on an agreed basis of prio- 
rities, we may have a succession of unfavourable balance of 
trade .which may produce adverse repercussions oji Indian 
Industries*. 

5. 'The following table sjpmmarises the relative changfis 
in tile importance of our main it^ms in the import and 
e]f|Jor4i trade 
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tftble IV A 

Percentage of the valuei of some principal commodity 
exports to the total value of exports.' ' '« * • 


1938-39 1939-40 1940-41 1941-42 1942-43 3941-44. 




Tea 

Cotton mfd. 

14 

13 

15 

17 

17 

17 

f « 

& yam . 

4.6 

4.4 

9 

17 

25 

18 

Jute. 

8 

10 

4.2 

4.5 

S 

3.7 

Jute mfd. 
Cotton raw 

16 

24 

24 

« 22.6 

18 

• 21.8 

and waste 

14.7 

14.6 

12.4 

7 

2.9 

3.6 

Oil seeds 

9 

5.6 

5 

4.2 

5.4 

5.3 


Table IV B 


Percentage of the total value of imports of some of the 
principal commodities. 


1938-39 1939-10 1940-41 1941-42 1942-43 1943-44. 


Machinery 

13 

9 

7.5 

8 

9.5 

6 

Cotton, raw 
& waste 

5.6 

4.8 

6.0 

8.9 

. 14 

9 

Chemicals, 
drugs and 
medicine 

3.7 

4.6 

5.1 

5.0 

6.0 

a ' 

3.7 

Cutlery, instru- 
ments, etc. 3.7 

3.4 

3.2 

3.1 

3.0 

No. fig. 

Cotton yam 
and mafd. 

?.,3 

8.5 

7.3 

4.0 

1.2 

0.65 

Graiif, pulse 
& flour 

9 

' 13 

1 

9 

9 

0.3 

0.7 

Oil, veg, 
Mineral 

10 ' 

ti 

<« 

13 

12 

% 

25 

•• ^ 
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The main dhange on thfe Export side is the diminished 
importance of raw*jnte, cotton-raw and waste and oilseeds 
on the oncihand; aftid the rapid improvement in the position 
•of cotton and jute manufactures on the other. On the import 
side, the most significant increase is in respect of v^etable ' 
and^mioeral oils,* which account for 18% of the total imports 
in 19^/44, as compared to 10% in 1938/39. The other item 
showing a comparable increase is waste and raw 'cotton, the 
increa^ in this case being from 5.6% in 1938/39 to 9% in 
1943/44. In fact in 1942/43 vegetable and mineral oils ac- 
counted for 25% of total imports, and cotton raw and waste 
for 14%. On the other«hancl, the imports of grain, pulse and 
flour and cotton manufactures practically disappeared; and the 
imports of machinery registered a decline from 13 to 6 per 
cent of the total. 

During the last few months however there have been 
changes on the export and import sides which give in some 
respects a different picture. For example, during the first 
eight months of 1945, the exports of jute manufactures re- 
gistered large decreases while there have be^ some increases 
under oilseeds, raw jute, fruits, and. vegetables and spices. 

On the side of imports, machinery, oils, metals, paper* 
and vehicles showed substantial increases. The recent relaxa- 
tion of import controls and the general policy of the Govern'- 
ment of India to encourage consumer goods imports are 
bound not only to increase the volume of our imports but 
also to effect their composition in favour of consumer goods. 
For, while, there is need for substantial increase in capital 
goods imports, such increase will probably take time and 
will materialise only gradually with the conversion of the 
U. K., U. S. A., and Canada from war-time to peace-time 
* production. These considerations further strengthen the 
case for a judicious regulation of our imports dujing the 
next few yfears. • , , 

6. The direction of our frade during the war period 
has tieen conditioned firstly, by .the obvious distinction 
beiVeen the Allies, and the Enemies; secondly, by the inte'rnpl 
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conditions prevailing in thd different European countries; 

thirdly, by the availability of shipping, fin'd fourthly by tlie 

• * * 

operation of exchange contlol. The^ table* opposite shows 
, the percentage of exports andnmporfs by countries, "so as to* 
reveal the changes in the direction of India's foreign trade 
during the war years. As regards exports, the4nost striking 
change is a ]liversion from non-Empire countries to Empire. 
Thus, whereas in 1938/39, the British Empire accounted for 
52.4%, and other foreign countries 47.6%, of our total exports, 
foy 1942/43 the figures were 67.1% and 32.9% r^pectively. 
The year 1943/44 indicated, however, a slight reversal of the 
trend, the British Empire claiming 6415% and the non-Empire 
countries 35.5% of our exports. A further change has been 
a relative decline in the share of our exports going to the 
U. K., as compared to the other Empire countries, the per- 
centage going to the former falling from 34.1% in 1938/39 to 
30.2 in 1943/44, the percentage going to the other Empire 
countries going up from 18.3 to 34.3% in the same period. 
Thirdly, with reference to the share of non-Empire countries 
in our exports, while, as mentioned above, the total share of 
these countries has declined significantly, there has been 
' rapid increase in the portion taken by the U. S. A. Our ex- 
ports to the U. S. A., which were 8.5% in 1938/39 rose to 
iO.2% in 1943/44. On the import side, the share of the non- 
Empire countries has shown a tendency to increase at the 
expense of the Empire countries during the last two years. * 
The imports from U. S. A. have shown a remarkable rise 
from 6.4% of the total in 1938/39 to 15.5% in 1943/44; .the 
percentage was even higher in the intervening years. 

As to the long run significance of these trends it would 
be rash to generalize. The entire question of the direction , 
of trade is likely to remain fluid for some years to come dur- 
ing which all countries w’ill try to rehabilitate their economic 
systems and to restore normal conditions. It also remains 

to be seen to what extent trad? between India and Japan^ will 



" See footjiote oi\,pagc 26 lf 



2^ o 
& 


« Pa 

s. 


s . 


i 

• 

^ . . 

. ^ . 

. 8? 

.g 

• : 

0 ♦ 

fO 

1 

00 

• 

• 


•• S/ 




•l 


•+ 

1 

1 

+ 

+ 

T*- 

fH 





sO 


70,a 

25.2 


50.8 

70,0 

25.2 

% • • 

2,2 

■ 

• 

. 

t rH 

>o. 

: ^ : 
: VO ! 

ro 


00 fH 
CO^ rHOO 

OOO ^VO 
OfO ■^1/J 


m IN )fi ^ 

'O . “ll : ^ 

N • «« * 2S ' Q 

rS CS 


4 

i !$ 

JlS 


8|tJ 
2^ g 
^*2 & 

w 

Sf'^ 

4J *5 f 

tJa b 
o^ R 

&'a & 

Wr^ " 
^W 9) 

W »H 


+ + 


\0 

Ov 

rH 

in 

^ . 

• . 

q 

00 

O 5 ■ 

5 : Tf 

rH 


in 

; 


C<l 

OfO 

12 ts 

Scf 



.8: 

^ON 

Nori 

^'35 


• 5 

• ^ 

• rH 

•Pl 


?S M 

^ fi 


fO vO vD 

Tm oo^ oa^ 

» • •« • *^ • 
OrH p 

1/5 ^ CO CS 


9? <=> ^ 22 

. oi , rn .^:^! 

: t>, : tH 5 rH : c% •• 


^ .5 

I fe'Q 

t/i a 

sg 

•sij 

••n* 

9 

p2 ^ • 
H ^ 


‘a^ S 

Br® 'C 

5 

•^5 I 

*2 t 0 


. g. iS^ g 

« ,g sao 

•| ji 1^1 6<< 

I :|s^ |§i«’l 

6 £t3 ^£(2:3' ^ 


irs« 'I I s 

£l.<2ri. M S.& 

• • 


Total Trade 2,37M 2,18,13 -19441 2,62,58 2,77,55 +14,97 


262 


National Planning Commttee 


f 

be resumed with the return of normal tim^. ^ the Vhoje 
it ’appears that India’s trade with, non-empire counties is 
likely to increase in the neaf future, *if, as, cont^plated in 
, contemporary international 'discussions, (a) the scheme of 
Empire Preference is abolished or considerably whittled 
down, (b) the U. S. A. lowers her tariffs, and (d) multilateral i 
convertibility of trade balances is assured. ' ” 

7. In our main R^)ort we referred to the desirability 
of improving the composition and direction of our trade so 
as, to sebure a large net gain. Prospects for cotton appear 
perhaps even less bright than they were at the time the Report 
was drafted. In regard to other raw ' material exports also, 
the considerations emphasised in the Report remain valid, 
and our policy in the future will have to aim at utilising them 
for industrial purposes in the country. 

It is evident that an improvement in the composition of 
our foreign trade is contingent on our building up the neces- 
sary heavy and capital goods industries. As regards direc- 
tion, we were able, during the present War, to build up an 
export market for textile manufactures in the Middle East 
countries. There are possibilities of increased export trade 
' with a number of neighbouring countries which have yet to 
develop industrially. While these are possibilities which the 
future Government will have to explore, we would em- 
phasise here two main considerations which seem relevant in 
this context, (a) We have to look upon exports more as a' 
means to get the necessary imports from abroad than* as a 
lucrative source of income. The programme of expanding 
our export market is, therefore, no means as vital for this 
country as for the U. K. or U. S. A. This consideration defines 
our general attitude in regard to export policies, (b) We , 
have at the same time to adopt defensive measures against the 
export drives' which the U. K. and U. S. A. are launching upon ; 
for, the guiding consideration for vis is not the temporary 
gain or loss due to price disparities, but the requirements of 
^he , country to build up^' more even industrial structure in 
accordance with an agreed,.plan. 
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^ %. We turn to the constderation of the question of 

balaiAe of ijayments!* W^en our Report was drafted it was 
necessary lo emp]j^is&the esseittial weakne^ of our balance 
X)f payments position« add outlhie a policy which would, on , 
the one had reduce our external liabilities, and on the other 
increase our claims on foreign exchange. During the war 
year* the positidh has changed radically. We h^ve already 
mentioned the large export surpluses which we had been 
having during the war years. Added to these has bem the 
large item ^of Government of India’s rupee expenditure pn 
behalf of the Allied Governments for which we have obtained 
large Sterling Balances.* The result has been that our sterl- 
ing debt, which stood at £. 332 millions in 1939/40, has been 
almost entirely wiped out ; and we have to our credit today 
balances to the tune of Rs. 1600 crores.§ The obvious 
effect of the wiping out of our sterling liabilities is a 
strengthening of our balance of payments position on account 
of the saving of interest charges amounting to about Rs. 14 
crores per annum. If a part of the sterling balances is 
funded, as is likely, we may have to receive interest on the 
same. This, together with any repayment of the sterling 
debt or loan of foreign capital, will necessitate the creation* 
of a net inflow of goods into the country, and the balance of 

* In this connection the following observation in the Report 
on Currency ^ Finance by the Reserve Bank has to be borne in 

mindt "The value of the published returns of India’s foreign sea- 
borage trade for drawing up a balance of payments statement for 

the country is impaired by the exclusion of the trade on Defence 
account which partly involves financial payments as between 
Governments, and by the inclusion in the trade returns of the lend- 
lease and reciprocal lend-lease exports or imports on defence ac- 
count v}hich do not result in money transfers." * * * . 

§ Sterling balances on 28th December 1945, on 10th Oct. 1947 ^ 

R.B.I^Issue Department Rs. 1105,82,89,000. Rs. 1179,74,34,000 
Banking Department Rs. 562,32,83,000. Us. 386^3,70,^00, 
Total** Rs. 1^67,65,^4,000. Rs. 1566,58,0^,009 ' 
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payments position will have to be adjusted so^as to atcoip- 
mbdate this net income. We must howler, .clear *as to 
what this implief'. It is evidmt that fiiis transfoiination of 
India from a debtor to a so cdlled creditor country i§ a resulf 
of ejctemal circumstances. It does not reflect an improve- 
ment in productive capacity, leaving behind n surplus* for 
lending abroad. On the other hand, this transformation 
from a debtor to a creditor for a politically dependepj; coun- 
try may lead to adoption of policies not in the true interest 
of the country. It has been argued, for example, .that while 
determining the parity of the rupee, the government of India 
should keep in mind the need for creating a net surplus so 
as to make possible a repayment of the Sterling Balances. In 
the past the Indian Currency Policy was shaped with a view 
to external liabilities such as the Home Charges. A fixed ex- 
change standard linked with sterling was sought to be justi- 
fied on this score. Attempts are now being made in certain 
quarters to justify the same together with a high parity just 
because India is now a creditor to Britain anxious to receive 
^yments in discharge of this debt in the next few years. .. 

This question of Stirling Balances raises a variety of 
issues — economic and political— into which we may not go 
here. The National Planning Committee has recently en- 
unciated its attitude in regard to the repayment of these 
balances, and we do not think we need add anything to the 
same. The problem of transfer to which we have made 
reference could be made easier if the British commercial in- 
vestments in India were transferred to this country in ..re- 
payment of a part of the Sterling Balances. As to the rest, 
while it has to be admitted that repayment presupposes a 
restoration of equilibrium in Britain’s balance of payments,^ 
we must emphasise the iniquity of an agreement like the 
Anglo-American loan, which not only ignores but is likely 
.to injure India’s interfist in this regard. That loan enables 
U. K. to rehabilitate her economy with the help of Amf^rican 
.exports for which she ftefid not pay currently for some years 
to come. Incidentally this relieves U. S. A. from thfi bother 
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of having to re&ive imports which might create Utt&Jiplo/^ 

meatatHqme. ttf so Ur as this trapskr'strengthm eco- ' 

nontt<ireQDvery 911 Britain, and»enables a resumption of mtei- 
“ national trade on the thsis of multilateral TOnvertibility. it is 
a welcome step.^ The loan, however, explicitly rules out any 
settleraent ofrpast debts by Britain to any of her creditors. 
Thi» means thaf we cannot claim any return of our Sterling 
Bolanc^ out of this loan; and that the part of ^he balances 
which tmder the agreement is to be released after a year or 
so must come out of the current Dollar earnings of the U. K. 
And these for all we know are likely to be small enough for 
quite & few years. Aift>ther part of the balances is to be paid 
only after 1951, and the third part, the exact amount of whidi 
is not known, is to be written off. Without going into the 
equity of these arrangements, we may point out that this deal 
has been put through in order to strengthen the sterling in . 
terms of the Dollar to give Britain a chance to rebuild her 
economy on a sound footing. The case for an early return 
of the sterling debt owed to this country is strong in eco- 
nomics and equity. The proper use of them is by way of 
fostering the industrialisation of « this country through im- 
ports of capital goods, equipment and plant. There are 
difficulties in obtaining them from abroad under present 
conditions, but these are evidently matters of negotiations. 
It would be a tragedy if these balances, the accumulation of 
• which has meant such large sacrifices on the part of the 
masses^ should be frittered away either to maintain an un- 
t^able exchange ratio or to dump imports into this country 
whidi would postpone indefinitely the progress of industrial- 
isation. 

While considering the balance of payments position we 
must also note India’s need to borrow foreign capital on a 
feirly large scale in order to be able to put liitoughthe large 
scale plan's of economii development wqhave been envisaging. 
•Th^ terms on which such foreign capital is to be obtained 
have been elucidated by the National Pl.anning Committ^ 
r^ntly. WhetHfer foreign capital on reasonable •texm^. 

* s ■ 
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through the State directly or through private capitalists 
raidd be obtained as required^ it is irDpbssibl'e to judge at 
this stage. We raise this point here '-only to poijtitqutthe 
relevance of such borrowing to the consideration* of the** 
entire balance of payments position. 

9. This brings us to the question of neaintaining a 
proper parity of the rupee so as not to make unduly difficult 
the balance of payments position on account of an over 
valuation of the rupee externally. The entire subject of 
currency management cannot be dealt with by us, as it falls 
within the province of another Sub-Committee. It is clear, 
however, that the future course of trade will depoid among 
other things, on the kind of currency policy that India adopts. 
The currency policy of the Government of India has had in 
the past a distinct bias in favour of a high external value of 
the rupee with a view obviously to benefit British exports. 
During the war, the operation of exchange and other trade 
controls severed the link between the internal and the exter- 
nal value of the rupee so that the depreciation in the former 
has not been reflected in the latter. It is true that in coun- 
tries like U. K. and U. S. A. also there has been considerable 
Inflation, but on the whole, there is little doubt that if ex- 
change rates were to be determined to-day on the basis of 
purchasing power parities, the rupee would need a consider- 
able degree of devaluation. What price-level this country 
should aim at in view of the requirements of the different 
classes of people in the country and for maintaining an 
equilibrium between prices and costs is a question on which 
there is room for difference of opinion at the present junc- 
ture, especially on account of the paucity of data. There is 
warrant, however, for the presiunption that some degree of 
devaluation would be necessary in order to put the Indian 
economy on a reasonable competitive basis as compared with 
the economies of other countries. An unduly high exchange 
rate would mean a frittering ^wayof our Sterling Balances, 
exactly as after the Last It would also exercise a defla- 

tiqnary pressure on trade and industry and^riously hamper 
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tjie gtowth of prmte investment and of employment. Brief- 
> ly» thWefone* from ^he point of view of the maintenance' of 
an eveip Mance gf pajfhients anH also because of the need for 
*stimulafing investment and emt)loyment, it would be neces- 
sary to evolve a currency policy in keeping with the objectives 
of {he economic planning which presupposes currency auto- 
nomy with exdiange control, and other devices at.the disposal 
of the,, currency authorities to operate on the internal price 
level and the external value of the monetary unit. But since 
this coursye is open to all, the serious dangers that* become 
manifest during the inter-war period, it may not be exp^ient 
to insist on full autonomy in this respect. 

In our main report we suggested the possibility of dis- 
sociating the external from the internal value of the rupee 
by suitable exchange controls. The Bretton-woods Agreement 
rules out this possibility except temporarily during the tran- 
sition period. India has already been committed to the 
membership of the I. M. F. This would limit our freedom 
to depreciate the rupee. Technically it would be open to iis 
to give notice that the present rate of exchange was unsuit- 
able and to ask that a particular change be sanctioned by the 
Fund. Whether this is a sufficient guarantee that we shall' 
be allowed to choose and maintain a correct parity for the 
rupee is a question for the country to decide before it accepts 
the obligatiop of the Bretton-Woods arrangem^ts. 

‘ We would urge that this whole question of repayment 
of Sterling Balances, and the adoption of a suitable currency 
policy in keeping with domestic as well as external require- 
ments, requires examination at the expert level, and that no 
piece-meal co mmitme nts in regard to these should be accept- 
^ ed until all the relevant issues are thrashed out. 

10. The above problems are in turn linked up with 
another issue, viz. India’s trade and tariff poIiQr. The main 
criterion for India is <^ear enough. Indian Industries musst 
be developed so as to make good the well known deficiencies 
in her industrial structure. This Implies the retention ,and 
ev^ ah extension* of pro^tive jtariffs. The highly ifidus- 
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trialise^ countri^* however, hre anxious to ^ a downward 
revision of tariffs and the abolition di export sub^dies, 
quotas and restrictions on mvtltilateral' trading. If is ^ laud- 
able objective to seek to avoid a repetition of the experience* 
of the inter-war period, when attempts made to work out 
systems of economic autarchy within national boundariesUed 
to a serious .diminution of world trade, and therefore an all- 
round fall in employment and incomes. There is justification 
for the contention that we are living in One World, and that 
th^ world as a whola needs today a planned expansion of 
intei*hational trade so as to create employment all round. It 
should not be forgotten, however, tffat the slogans 6f free 
trade and multilateral clearing which have become fashion- 
able of late cannot be used to stereotype present disparities 
in the industrial development of different countries. 

In the past, the trade and tariff policy of India has been 
conditioned by the requirements of England. It now appears 
that England’s own trade policy has to be adjusted at least to 
some extent to the requirements of the U. S, A.; and that 
Ihdia is being called upon to adjust her policy to that of this 
combination in the name of international co-operation. An 
international Trade Organisation is to be created for this 
purpose. The proposals for expansion of World Trade and 
Employment, outlined by the Government of the United States 

published recently, are an indication of the lines along which 

' ># 

the commercial policy of the members of this organisation is 
to be shaped. There has been considerable adverse comments 
on these proposals* as also on the Anglo-American loan in 
British financial circles; and one may legitimately doubt 
whether the divergent interests of the big powers will allow 
a concerted policy to emerge and operate. Nevertheless, it 
must be emphasised that the need of the industrially back- 
ward coCintriM‘‘are quite different from those of the highl y 
4eveloped ones; that tkeir interest in promoting world trade 
is different from that of the latter; and that the problqm of 

See foot note on^page 26^ r 
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\:|jiemployinent which they facets also in a way different from 

, the uhemployment ih the advanced countries, which is trace* 

• . * * 

able tC|,oyar-expapsiont)f productive activities in certain lines, 
"and the failure of purchasing pJower, local and interntaional,^ 
to expand sufficiently to create a market for the products of 
such industries. The emphasis in the proposals on equal 
access to markets and raw materials has hardly any relevance 
to the.peeds of a coxmtry like India which wants in the main 
freedom to make the fullest use of her resources without 
having to, make sacrifice in the interests of more powerful 
countries. A genuine international organisation should* ren- 
der all possible help ^ a country like India by giving it 
special facilities in the shape of loans, technical advice and 
other facilities; but one does not come rxross any mention of 
such points in any of the schemes that have been formulated. 
India’s primary need is to have an integrated economic plan 
and her participation in monetary, commercial and other 
internat'onal arrangements must not impair her capacity to 
put through such a plan. 


Compare for instance the folloiving remarks of “ The Eco~* 
7iomist”, December 15th, 1945, on the World Trade proposals 
referred to above : 

The prqposals project into the world spliere the pattern of 
Anierican economic thoufiJit and mastery which govern the Loan 
Agrfemei’t. A formal documeiit of this hind must deal in moral 
geveralities : such as economic co-operation; equity in economic 
relations between States; removal of trade barriers and dis- 
criminations ; ajul expansion of multilateral trade. These are 
Unplacable aims on paper, and all light- thinking nations ivould 
automaticlly subscribe to them, just as they wotdd be a doctrine 
of non^aggression. If the object of the exercise wire the^ac^demic 
one of drawing up a co^e of commercied conduct applicable to a 
^tabl^, ordered and eqtdtable worid, then this document vcoidd be 
most acceptable. But this is not a sltihie, an ordered, or an equi- 
table World. 



SUMMARY OF DEVELOPMENTS 


In the seven years since the Trade Sub-Committee made 
its first Interim Report, many developments have taken place 
which radically affect the Foreign as well as the Internal Trade 
of India. These developrnents, it need hardly be added, will 
have to be taken into consideration when a National Plan is 
framed and put into execution. They were forced by circum- 
stances, — the war-time dislocation of world economy,— though 
many of them appear to have run on lines which the National 
Planning Committee would have adopted as and when they 
came into existence. , <. 


Imports Decline 

The most outstanding of the wartime changes and deve- 
lopments, consisted in the shutting out of a great bulk of 
Foreign Imports, mainly of manufactured goods tnat before 
the War used to flood the Indj^n market. This was due to a. 
growing shortage of shipping; and also in part to the diversion 
of industry in the principal sources of supply of this country 
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AAVPXAAJIMA VY VJ^ 1\. %,\J meet wartime needs. Cut off from 
Hrthese supplies and fac^ with a rapidly increasing demand -for ' 

, such articjefc within the* ^untry, for war as^ well as civilian 
deeds, India had to make a supreme effort to supply these 
commodities fronj her own resources. Industries, therefore, 
•devefopol, nof as part of an integrated, coordinated Plan 
of an fill-round National development, but as ad hoc creations 
to meet; particular needs of the moment. Little consideration 
was given to the suitability and potentialities of these^indus- 
tries to maintain themselves in normal times of competitive • 
trade. No Tariff Board had enquired into the possibilities of 
these ventures ; nor had Government designed a fiscal policy 
specifically for these enterprises to enable them to make good 
their position. Some sort of a pledge was no doubt given to 
tempt capitalists to put up these industries to supply urgent 
war requirements if they could show, after the War, that they 
had some chance of survival if properly safeguarded in the 
years after the war. At the time, however, as price was no 
consideration, the establishments grew up like mushrooms, ^ 
wesre managed so as to rake in all they could while the shower 
was continuing; and then use the pl^ge of Government to 
demand postwar protection to enable them to maintain the 
wartime scale of extravagance and profiteering. 


India pays off Debts and turns creditor 

« • 

JSuch adventitious rise of Indian Industry served the 
wartime need without, however, itself affecting materially 
the post war normal trade. Another change about the same 
t jpie, and due to the same cause, was the new development 
that India had ceased to be a Debtor Country and^was, there- 
fore,* free f ropi the necess^^y of maintaining a surplus of fm- 
ports over her exports, year in and year'dUt, to pay for her 
foreign, obligations. Her wartinle prosperity had enabled 
India to buy out and repatriate her Sterling Dfebt amounting 
to some £ 300 millidhs or more, which ha^^ for nearly a 
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century, dictated the volume' as well as the direction ©f her 
trade; and indirectly influenced her Currency, Credit and Ex- 
change policy, fiaving paid off lier Gterling Deltjt between 
1939-1942, India became a Creditor on an accelerating scale; 
Till now she has an accumulated Sterling balance to her 
credit of some £ 1200 million. In fact if she had paid all her 
dues as fullv and honestly as she has been made to pay in the 
past when she was a Debtor, she would have a much larger 
trade balance in her favour than ever before. For, besides 
paying off her wartime debts owed abroad, she is also liqui- 
dating rapidly other items of her so-called Home Charges, — 
War Office Charges, Stores, Civil arid Military pensions and 
allowances to British servants of India — which had compelled 
her to maintain a most injurious Currency, Credit and Ex- 
change to the grave prejudice of her own national economy. 
If, therefore, after the War, she were forced to increase her 
imports without a corresponding counterpoise in exports, 
such adverse balance in the post-war years would not affect 
her trade and economic structure in the least. This possi- 
bility in postwar years is undeniable, especially i f India makes 
up her mind intensively “to develop modern industry within 
her own frontiers; and carry out her objective of a National 
Plan of attaining the maximum degree of National self-suffi- 
ciency that her own resources in men and material would 
justify. 


Britain Refuses to Honour Her Bond 

At the moment of writing, however, the chances are 
that she may not be paid her full dues. The accumulated 
Sterling credits aggregating over £ 1200 million, are like- 
ly to be BadT Debt according to the latest public decla?ra- 
tions of responsible British Statesmen. It is obvious Britain 
is not in a position to redeem her pledge, even if she wanted 
. to do so, as the emoxmt due to India in that case would mean 
an unbearable strain on her war-worn economy. For even 
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at 2^5 interest \)er annum \vith a’t)ro rata discharge also of 
the oapital aftiourA# it will mean a credit due to this country * 
of vepr nearly Rs. 60^r Rs. 65,crores, for perhaps fifty years 
to cotnif or, in other words, ^ surplus of "British exports of 
about £ 50 million per annum. For India such receipts* 
w«ul4 more, than meet all likelihood of adverse Balance 
reqjiired to biAld up modern industry, and develop the re- 
sources of the country to their maximum potential. 

*lt is, however, no open secret that Britain is neither 
able nor willing to meet her obligations on anything like the 
scale suggested above. Whatever may be the el hies c4 fltis 
question, economic and political factors combine against 
India, and all other Creditors of Britain. The result is that 
vve might have to be content wiji a very much smaller 
amount, — if any at all, — in the immediate post-war years. 
Bereft of this our due, and intent upon carrying out a com- 
prehensive National Plan, India may have to have recourse 
on her own credit to borrow abroad in the common money- 
market of the world today, namely the United States of 
America. This borrowing, however, would be much mqre 
secure and easy to repay if the PJan is scientifically framed 
and energetically carried out. It is needless to estimate at 
this stage the volume of such borrowing likely to be needed 
to carry out a comprehensive National Plan of all round 
development. Much will depend upon circumstances that 
develop whfen once the Plan is in execution, as also upon the 
intpri^tional policies that may hereafter come to be adopted. 
India may create her own surplus also, as the Plan proceeds, 
which may be mobilised and reinvested in the furtherance of 
the Plan. The important fact to notice is that India’s inter- 
national position in regard to Trade and Credit has been 
materially changed from that of a Debtor to a Creditor 
^Country ; but that change is likely to be of* tot njuch avail. 
If, therefore, the port -war charactejislic of India’s ‘foreign 
. trade, — namely of excess of e 2 p)orts over imports, —disappears 
in the post-war years because of j^er determination to put 
ftito effect an al^l'ound Plan of intensive ‘and rapid d^elbp- 
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ment, she must prepare to recover' that featuri of her trade 
as soon as possible, if not with those counVries'with which / 
she used to have a surplus in the past<- with othe^iS whose 
credit and economic strength would be no less secure. * 


Rupee Parts Company with Sterling 

Incidental to this change, and perhaps as a consequence 
of it, is the change, recently effected, whereby a fifty year 
old connection between the Pound Sterling and the Silver 
Rupee has been severed. There were no regrets for the 
break, for there was no advantage of the link. Reference 
has been made in the introduction to the vicissitudes of the 
Rupee-Sterling Exchange in the last fifty years and more. 
There is, therefore, no need to go over the same ground 
again in this case, beyond observing the fixed ratio of the 
Rupee to the Pound Sterling was maintained at considerable 
loss to this country ; and, only so long as it was convenient 
and in the interest of British Economy to do so. Now, how- 
ever, with the advent of Ipdian Independence, one of the 
first signs of the new era was the declaration that the Rupee 
Sterling link must be broken ; and the rupee follows its own 
destiny, whatever that may be. 

Freed from the leading strings .of a fixed ratio, with a 
weak, artificial standard of value, the international standing 
of the standard Indian coin may be, for some time to coin3, 
a prey to conditions and circumstances which are not exclu- 
sively within the control of this country to influence and so 
the rupee may meet with vicissitudes in international ex- 
change which need not frighten us. The Balance will soon 
be readjusted if internal disorder does not dislocate our 
national economy and prevent the execution of a country- 
wide Plan. The intrinsic ^strength of ihii country will assert 
itself in no distant future; and, if the Rupee is managed 
prudently and the resource,*! husbanded properly, its value in 
the vhoild market will be as stable and lastin'g^as it was e^/er 
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World has an Inteftiational Monetary Fund 

Xhis is»nat the place where any indication need be given 
regarding the "future trend of our currency apd exchange 
policy. Another Sub-Committee deals with that matter and 
so the problem need not be discussed here. Suffice it just to 
add that even if the link with the Rupee is broken, the ac- 
cession of India to the Monetary Fund and her participation 
in the* arrangements iflade for stabilising World Exchanges 
at Bretton Woods will require her to adopt some kind of a 
Gold Standard in which the Silver Rupee may be only a 
token coin. 


The Rupee only a Token Coin 

In fact a reduction in the silver content of the Rupw 
‘ during the War, and the latest determination of the Govern- 
ment of India to debase the coin still further, make it more 
than evident that the Rupee will remain, even after Indepen- 
dence, a token coin; and that our standard of value will be 
an abstraction, expressed as a weight of Gold since Gold 
p continues to be the only medium for the settlement of inter- 
national balance of accounts. The only difficulty is that the 
Umted States are monopolising all the gold of the world; 
that India’s secret hoards have been drained away; and that 
therefore, international balance of accounts will have to be 
settled more than even before in kind. 


Controls have come tA Stay 

*This is a group of connected dhstnges and developments# 
which have the most striking repurcussions on the naturS, 
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and volume, as well as the consent and direction of the Foreign 
Trad© of India. Those sectors of the NSfionafEconoifiy on 
which Trade depends like indi’genous ifidustpy, wilt be affect- 
ed in consequence. No less inibortant in their own v^y than ' 
these changes are certain other war-time developments which 
still continue to affect the entire economic life of thii cotin- 
try and trade as part thereof. The most outstanding of 
these is a System of Controls, Price Regulation, and Ration- 
ing of Supplies, which w’ere originally introduced as war-time 
nv^asures but which have remained operative even tw’O years 
after the War has ended. Judging frcm present trends, it is 
likely they will continue in full force for years hereafter, if 
the National Economy is not to be thrown out of gear by a 
sudden turnover. As iri the case of industrial developments, 
this region of price control, rationing and regulation of 
supplies, was also not devised and introduced as an integral 
part of an all-round Plan. Like the other, it was, and still 
remains, an ad hoc series of measures which are not mutually 
integrated and coordinated. There are, therefore, frequent 
occasions for complaint when the system of controls operates 
with considerable difficulties. 


Controls and Corruption 

A new parasitic fungus has conic in the wake of these 
controls, viz. corruption in high places. The adminfetni- 
tion — and even the basis — of these controls makes easy, to 
operate, and difficult to expose this excrescence. The pre- 
sence of corruption affects the general morale all over the 
country, which cannot but have its repercussions in the eco- ^ 
nomic efficien^CY in every aspect of our national economy. 


Controls necessary ali>o in Planned Economy , 

€ <• 

, ' 

Apart from this unw'elcofne feature, however, the 
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advantage, namely, 
economy, and *so 
accustoming theyi to •what wcJUld be undoubtedly an’out- 
•Standing feature of the National Plan, as and when it is. 
put into execution, namely, silent Regimentation through 
coiftrots. This may not be welcomed as a blessing by those 
schooled in the philosophy of laissez-faire. But^that philo- 
sophy^ ^is now dying out, and nowhere operative in daily 
life today, — not even in the countries which claim to Jpiave 
absolute freedom of private enterprise and iildividual 
initiative. Certainly no Planning would be possible, muc^ 
less its* execution on an*All-India basis, unless some Central 
Body has the power and authority to control, inspect, 
regulate, and supervise, as well as enforce directions or 
injunctions that it may be necessary to issue as the result of 
inspection that may have been carried out in the normal 
process of supervision. This, moreover, pre-supposes a 
considerable field left free even under private economy to 
private profit seeking enterprise. It is, however, highly 
l)robable that a Scientific Plan would, by its very nature, in*- 
exorably tend to greater and greater control by some Public 
Authority over all facets of the National Economy, — Produc- * 
tion and Distribution, Trade and Finance, which would be 
little short of Socialisation even where, theoretically, private 
enterprise is left to operate freely. 


I Ti^de 

system of ContA)ls and Regulation has one 
famillarising*^he pidple with a regulated 


India changes Customers 

A third development of the same kind is the disappear- 
ance of some of the pre-war sources of supplies, or customers 
for India’s commodities; and their place being taken by 
others. This also will affect our Foreign Tride more and 
more in post-war yearn. From the list of our sources of 
sup^y, we must keep out, for «years to come, Germany and 
Japan, — not only because the economy of these countries^ has 
been shattered; but* becaus^ their place is being increastngH' 
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taken up, while they remain ‘prostrate and ihaken, by-more 
fortunate rivals. It will l)e no small task for tlfc jnew Rulers 
of India to see that their place is noC app^oprialpd ^ eco- 
, nomically more advanced countries like the United States o^ 
America or even Britain, who may then quietly take the 
resources of this country into a new mortgage to thems^ves 
for their own benefit. On the contrary, India must rice to 
her full stature, so that, at least in her own markets she lakes 
up»fs much and as soon as possible, the share of her foreign 
trade that Germany and Japan used to take before the 
'Wai. 


Decline and Fall of Imperial Preference 

Of the new customers and sources of supply, we see 
most prominently the United States of America, and some of 
the countries of Africa and Asia that are nearer at hand. 
Countries of the British Commonwealth of Nations, with the 
United Kingdom leading, have had in the past a very large 
share of India’s imports* as well as exports. It is unlikely, 
' however, that the position of the Commonwealth, or any 
single Member thereof, would be maintained. Devices like 
that of Imperial Preierence, which was forced upon us in 
19.32, notwithstanding the universal protest in the country, 
are not now likely .to come into operation, ’’fhe post-war 
fiscal policy of the country, whatever it may be,. wHl be 
shaped exclusively in the interests of the country itself, 
and without thought of other countries’ needs or require- 
ments. 

Accordingly, it is not too much to hope that what 
Germany and Japan have lost in the Indian Market, India 
herself will g&ih, and no one else. This does not mean that 
the Trade of India vdll shrink in tKe years to come. The 
planned economy of the postv;var age will not be closed^ eco- 
nomy. Trade will be« there; only different in content, as 
' welhas in direction. 



Ti^de . 

** • 

Search for New Cdstomers; Russia 

£-w* customers and sources of supply ‘like 

01 America ate still vigourously presetvt m , 
our market t there is a possibility of other customers, no 
les#yuportant, arising, if only our Trade Policy is directed 
tp tiiat end. TRe U. S. S. R., for example, does^ not figure 
today ^yery prominently in the list of India’s customers, or 
her sources of supply, mainly because the economy of ^at 
country is based on and motived by principles radically 
different from those hitherto governing this country. That^ 
however, is not a reasoh why, when once India is freed from 
the leading strings of British Economic Imperialism, she 
should not seek the best customers and most economic 
sources of supply she can find anywhere in the world. Russia 
may have a great leew^ay to make up in rebuilding her own 
industries after the War, and improving the standard of her 
people’s living. In the immediate post-war period, therefore, 
she may be more than occupied with producing mainly for 
local consumption. The inherent strength of that vast 
country, and the potentiality she has already shown of rapid 
development, make it by no means unlikely that she may, * 
within a decade, become one of the leading Nations trading 
in the world both for export and import, in raw materials 
of industry as well as in manufactured goods. 


^he Unlfed States 


Lands of the Far East 

More than the U. S. S. R., countries of South East Asia, 
which are also getting to be emancipated from the domination 
of European Imperialism, such as Indo-China or Thailand, 
Malaya, Indonesia, Burma and Viet Nam, are hl\ intrinsically 
rich tropical lands, wfiich promise ^finite possibilities of 
dev^opment. And that development may. well be expected 
to take giant strides in the immediate future, once they ^ are ‘ 
f from the han^ring aijd restrictive domination of tilion 
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interests. When they so develop, it is bwH fair to expect 
that their more *advanced and better deVelop^ jnei^ldbour, 
one more richly ^dowed and more largely populatec^ may 
prove to be the best customer ‘at well 'as source of supply for 
them. Trade will not be forced, but run on more natural 
lines bringing equal benefit to both parties. ^ u 

The same will apply with no less force to countries of 
East and South Africa and other West Asian lands. These 
wei^, in the remote past, our good customers as well as 
sources of supply. And if, and in proportion as, they become 
Ifree-from the constrictive colonialism of the West, they too 
will attract our trade, both Impo'rts and Exports, to a 
steadily increasing degree. 


Trade turns Inward 

But even if none of these expectations materialise, India 
is herself such a vast country so largely populated and so 
richly endowed, that she may well expect to develop her 
inter-regional trade within her own frontiers. That would 
' make up for all the vicissitudes that our foreign trade may 
come to suffer in the post-war reconstruction and re-ad- 
justment. 

Looking upon Trade as an integral part of a National 
Plan, we take it, of course, that our inland Trade would be 
so regulated and developed as to make it a first charge, so to 
say, on the developing national economy to meet progressive- 
ly more and moi'e the expanding National Demand, thereby 
improving the standard of living. This ground has already 
been covered in part in the Introduction. It is, therefore, 
unnecessary to labour the point any further, beyond observ- 
ing that* the ^ possibilities of Internal Trade were utter- 
ly ignored and whoUy subordinate during tiie British 
domination of India; and ahat when that domination 
disappears, the intrinsic«>merit of this feature will assert 
<' itself. 
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r 'Atlantic Charter afhd Trade of India ^ 

j^^SunuK^ry Of War thne developments will not be 
jpomplefte without a mention ci the New Trade Policies being, 
suggested by the leaders of the United Nations. In the midst 
of%h» War when Britain was hard pressed to maintain not 
pnV her struck, but even her very existence^as a Nation, 
she agreed with the United States to what has subsequently 
been ^own as the Atlantic Charter. 

The^most important provision in that document relating 
to International Trade is one which would secure free accessr 
to ra^ materials to alf countries, and abolish all barriers or 
impediments to the freedom of world trade. Article 4 runs : — 

**The United States and the United Kingdom Governments will 
endeavour to secure fullest enjoyment by all States, great or small, 
victor or vanquished, of access on equal terms to the trade and to 
the raw materials of the world*V 

Following this general provision, the two leading coim- 
tries made a master agreement, as part of the lend-lease 
^heme, to join in the endeavour to eliminate all trade 
barriers such as they existed at that time, and which were 
believed in a great measure to be responsible for the War.* 
So far, however, as these advanced countries are themselves 
concerned, they have arrived at such a pitch as to render any 
artificial protection by way of fiscal policy or tariff charges 
in the interests of their own industry imnecessary. Their 
ow»p*osperity also lies in the fullest possible development 
0^ world trade and free access by all to raw materials. 

But such a policy cannot be accepted without qualifica- 
tion or condition by countries like India which have to make 
up a great lee-way in their oyra economic development. 
Their available and potential resources have not yet been 
developed and exploited to the degree they slfolild be. . Their 
markets are starved W dumped i|)on; and their peoplp 
4ivj|(g in conditions which are*a disgrace to a civilized pro- 
gressive community. The new India of the ’Post-War ^age^' 
ah independent Republic Ij^ itself, must attend to oui' own"^ 
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immediate requirment as ambngst the most urgenr!; of the 
economic needs Of the country. Whether or'\iot g’ com- 
prehensive plan ^or an ail-r&und devdopment is^tprejared 
Md carried out, the new popular Govemmeut of the“ Indian 
Republic cannot but take steps for an adequate and effective 
protection to safeguard the indigenous industry and cectre 
the local market in as large a proportion as possible. vTo 
gain this, end, Government will have to adopt every method 
or asji;pedient that has already been tried out in the West, or 
which may seem more appropriate to our conditions and 
' Circumstances. Whether it be by Tariff, Bounties, or Sub- 
sidies ; or some form of more direct aid, to industry i’n this 
country, the State will have to see to it that it develops rapid- 
ly and effectively so as to supply all our local demand at least. 
The presence of the Indian delegates at the International 
, Conference on Trade Policy at Geneva, in pursuance of the 
pledges given in the Atlantic Charter, will assure India’s 
co-operation to the full, subject, however, to her own interests 
being considered paramount. We do not despair of reconcil- 
ing the International harmony and co-operation, with a 
country’s right to considen and protect her own immediate 
'interests above all. We are in fact convinced that without 
such planned development to the maximum potential in 
every country, the chances of sucess for the United Nations 
Organisation would be impossible. Hence it is that the trade 
of India in the post-war age will in the first instance have 
to depend more and more on the inter-regional e»:hange 
within the country. Only after those needs have been met, 
we may seek other markets farther afield. It is the declared 
and settled policy of the National Planning Committee not 
to plan, develop or expand her industries primarily for 
export. And so, if we would not run the risk of being in- 
volved, in* Inteifnktional complications, attention to our own 
internal trade possibilities is indispensal)lei .'7n' 
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